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Presidential  Documents 

Title  3— THE  PRESIDENT 

EXECUTIVE  ORDER  11064 

EXCUSING  FEDERAL  EMPLOYEES  FROM  DUTY  ON  DECEMBER  24,  1962 

By  virtue  of  the  authority  vested  in  me  as  President  of  the  United 
States,  it  is  hereby  ordered  that  employees  of  the  several  executive 
departments,  independent  establishments,  and  other  governmental 
agencies,  including  the  General  Accounting  Office,  the  Government 
Printing  Office,  and  the  field  services  of  the  respective  departments, 
establishments,  and  agencies  of  the  Government,  except  those  who  may 
for  special  public  reasons  be  excluded  from  the  provisions  of  this  order 
by  the  heads  of  their  respective  departments,  establishments,  or  agen¬ 
cies,  or  those  whose  absence  from  duty  would  be  inconsistent  with  the 
provisions  of  the-  existing  law,  shall  be  excused  from  duty  on  Monday, 
December  24, 1962,  the  day  preceding  Christmas  Day.  Such  day  shall 
be  considered  a  holiday  within  the  meaning  of  Executive  Order  No. 
10358  of  June  9,  1952,  and  of  all  statutes  so  far  as  they  relate  to  the 
compensation  and  leave  of  employees  of  the  United  States. 

The  heads  of  departments,  agencies,  and  independent  establish¬ 
ments  shall,  to  the  extent  consistent  with  the  needs  of  the  service,  adopt 
a  liberal  policy  for  the  granting  of  annual  leave  to  all  employees  who 
wish  to  take  such  leave  over  the  holiday  period. 

This  order  shall  not  be  construed  as  excusing  from  duty  those 
employees  of  the  Department  of  State,  the  Department  of  Defense, 
or  other  departments,  establishments,  or  agencies  who  for  national 
security  or  other  public  reasons  should,  in  the  judgment  of  the  respec¬ 
tive  heads  thereof,  be  at  their  posts  of  duty. 

John  F.  Kennedy 

The  White  House, 

November  21, 1962. 

[F.R.  Doc.  62-11743;  Filed,  Nov.  23,  1062  ;  3:38  p.m.] 
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EXECUTIVE  ORDER  11065 

INSPECTION  OF  INCOME,  EXCESS-PROFITS,  ESTATE,  AND  GIFT  TAX 

RETURNS  BY  THE  SENATE  COMMITTEE  ON  FOREIGN  RELATIONS 

By  virtue  of  the  authority  vested  in  me  by  section  55(a)  of  the 
Internal  Revenue  Code  of  1939,  as  amended  (53  Stat.  29,  54  Stat.  1008 ; 
26  U.S.C.  (1952  Ed.)  55(a)),  and  by  section  6103(a)  of  the  Internal 
Revenue  Code  of  1954  (68A  Stat.  753 ;  26  U.S.C.  6103(a) ),  it  is  hereby 
ordered  that  any  income,  excess-profits,  estate,  or  gift  tax  return  for 
the  years  1950  to  1962,  inclusive,  shall,  during  the  Eighty-seventh 
Congress,  be  open  to  inspection  by  the  Senate  Committee  on  Foreign 
Relations  or  any  duly  authorized  subcommittee  thereof,  in  connection 
with  its  study  of  all  nondiplomatic  activities  of  representatives  of 
foreign  governments,  and  their  contractors  and  agents,  in  promoting 
the  interests  of  those  governments,  and  the  extent  to  which  such  repre¬ 
sentatives  attempt  to  influence  the  policies  of  the  United  States  and 
affect  the  national  interest,  pursuant  to  Senate  Resolution  362,  87th 
Congress,  agreed  to  July  12,  1962,  such  inspection  to  be  in  accordance 
and  upon  compliance  with  the  rules  and  regulations  prescribed  by  the 
Secretary  of  the  Treasury  in  Treasury  Decisions  6132  and  6133,  relat¬ 
ing  to  the  inspection  of  returns  by  committees  of  the  Congress,  ap¬ 
proved  by  the  President  on  May  3,  1955. 

This  order  shall  be  effective  upon  its  filing  for  publication  in  the 
Federal  Register. 

John  F.  Kennedy 

The  White  House, 

November  21, 1962. 

[F.R.  Doc.  62-11744;  Filed,  Noy.  23,  1962  ;  3:39  p.m.] 
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Title  41— PUBLIC  CONTRACTS 

Chapter  1 — Federal  Procurement 
Regulations 

MISCELLANEOUS  AMENDMENTS  TO 
CHAPTER 

Chapter  1  of  Title  41  is  amended  as 
set  forth  below: 

PART  1-7— contract  clauses 

1.  The  table  of  contents  is  amended 
to  include  new  sections  as  follows : 

Sec. 

1-7.101-28  Termination  for  convenience  of 
the  Government. 

1-7.602-2  Termination  for  convenience  of 
the  Government,  in  contracts 
estimated  to  exceed  $10,000. 
1-7.602-3  Termination  for  convenience  of 
the  Government,  in  contracts 
estimated  not  to  exceed 
$10,000. 

Subpart  1-7.1 — Fixed-Price  Supply 
Contracts 

2.  Subpart  1-7.1  is  amended  by  the 
revision  of  §  1-7.101-11  and  the  addition 
of  new  §  1-7.101-28,  which  read  as 
follows: 

§  1-1.101-11  Default. 

Insert  the  clause  set  forth  in  section 
1-8.707  under  the  conditions  prescribed 
in  section  1-8.700-2  (b)  (1). 

§  1-7.101—28  Termination  for  conven¬ 
ience  of  the  Government. 

Whenever  a  termination  for  conven¬ 
ience  clause  is  to  be  included,  insert 
either  the  clause  set  forth  in  section 
1-8.701  or  the  clause  set  forth  in  section 
1-8.705-1,  as  appropriate,  under  the  con¬ 
ditions  prescribed  in  sections  1-8.700-2 
(a)(1)  and  1-8.700-2 (a)  (2). 

Subpart  1-7.6 — Fixed-Price 
Construction  Contracts 

3.  Subpart  1-7.6  is  amended  by  the 
revision  of  §  1-7.601  and  the  addition  of 
new  §§  1-7.602-2  and  1-7.602-3  which 
read  as  follows: 

§  1-7.601  Required  clauses. 

§  1-7.601—1  Clauses  in  standard  con¬ 
struction  contract  forms. 

Subpart  1-16.4  prescribes  standard 
forms  for  construction  contracts  which 
contain  clauses  required  for  use  in  ac¬ 
cordance  with  said  subpart.  In  addition, 
clauses  are  prescribed  and  set  forth  else¬ 
where,  as  follows: 

(a)  The  clause  entitled  Termination 
for  Default — Damage  for  Delay — Time 
Extensions,  for  use  in  contracts  esti¬ 
mated  to  exceed  $10,000,  is  set  forth  in 
section  1-8.709-1  to  be  used  as  pre¬ 
scribed  in  section  l-8.700-2(b)  (4). 

(b)  The  clause  entitled  Termination 
for  Default — Damages  for  Delay — Time 
Extensions,  for  use  in  contracts  esti¬ 
mated  not  to  exceed  $10,000,  is  set  forth 


in  section  1-8.709-2  to  be  used  as  pre¬ 
scribed  in  section  1-8.700-2 (b)  (5). 

§  1—7.602—2  Termination  for  conven¬ 
ience  for  the  Government,  in  con¬ 
tracts  estimated  to  exceed  $10,000. 

Whenever  a  termination  for  conven¬ 
ience  clause  is  to  be  included  in  contracts 
estimated  to  exceed  $10,000,  insert  the 
clause  set  forth  in  section  1-8.703  under 
the  conditions  prescribed  in  section  1- 
8.700-2(a) (5). 

§  1—7.602—3  Termination  for  conven¬ 
ience  of  the  Government,  in  con¬ 
tracts  estimated  not  to  exceed 
$10,000. 

Whenever  a  termination  for  conven¬ 
ience  clause  is  to  be  included  in  contracts 
estimated  not  to  exceed  $10,000,  insert 
the  clause  set  forth  in  section  1-8.705-2 
under  the  conditions  prescribed  in  sec¬ 
tion  1-8.700-2 (a)  (6). 

(Sec.  205(c),  63  Stat.  390;  40  U.S.C.  486(c)) 


PART  1-8— TERMINATION  OF 
CONTRACTS 

1.  The  part  table  of  contents  is 
amended  by  adding  a  reference  to  Part 
1-8,  as  follows: 

1-8  Termination  of  contracts. 

2.  Part  1-8  is  added.  Material  in 
Part  1-8  is  new  except  for  the  default 
clauses  for  fixed-price  construction  con¬ 
tracts  (previously  prescribed  in  Standard 
Forms  19  and  23 A,  as  modified  by  sec¬ 
tion  1-16.404-1)  and  except  for  most  of 
the  default  clause  for  fixed-price  supply 
contracts  (previously  prescribed  in  sec¬ 
tion  1-7.101-11).  In  the  case  of  the 
fixed-price  supply  contract  default  clause 
contained  in  section  1-8.707,  paragraph 
(d)  differs  from  that  previously  pre¬ 
scribed  in  section  1-7.101-11  because  of 
the  addition  of  the  last  sentence.  That 
sentence  relates  to  the  policy  stated  in 
section  1-8.602-2  (c)  and  provides  a 
means  to  protect  the  Government  from 
liability  for  lien  rights  against  completed 
supplies  and  manufacturing  materials 
which  are  delivered  to  the  Govern¬ 
ment,  as  directed  by  the  contracting  offi¬ 
cer,  after  termination  of  the  contract. 
Part  1-8  reads  as  follows: 

Sec. 

1-8.000  Scope  and  applicability  of  part. 

Subpart  1—8.1 — Definition  of  Terms 
1-8.101  Definitions. 

Subpart  1—8.2 — General  Principles  Applicable  to 
the  Termination  for  Convenience  and  Settle¬ 
ment  of  Fixed-Price  Type  and  Cost-Reimburse¬ 
ment  Type  Contracts 

1-8.200  Scope  of  subpart. 

1-8.201  General. 

1-8.202  Notice  of  termination. 

1-8.203  Methods  of  settlement. 

1-8.204  Duties  of  prime  contractor  after 
receipt  of  notice  of  termination. 
1-8.205  Duties  of  contracting  officer  after 
Issuance  of  notice  of  termina¬ 
tion. 


Sec. 

1-8.206  Fraud  or  other  criminal  conduct. 

1-8.207  Accounting  review  of  prime  con¬ 
tract  settlement  proposals  and 
of  subcontract  settlements. 

1-8.208  Settlement  of  subcontract  claims. 

1-8.208-1  Subcontractor’s  rights. 

1-8.208-2  Prime  contractor’s  rights  and  ob¬ 
ligations. 

1-8.208-3  Settlement  procedure. 

1-8.208-4  Authorization  for  subcontract 
settlements  without  approval 
or  ratification. 

1-8.208-5  Recognition  of  Judgments  and 
arbitration  awards. 

1-8.208-6  Delay  in  settlement  of  subcon¬ 
tractor  claims. 

1-8.208-7  Government  assistance  in  settle¬ 
ment  of  subcontracts. 

1-8.208-8  Assignment  of  rights  under  sub¬ 
contracts. 

1-8.209  Settlement  agreements. 

1-8.209-1  General. 

1-8.209-2  Excepted  items. 

1-8.209-3  Government  property. 

1-8.209-4  No-cost  settlement. 

1-8.209-5  Partial  settlements. 

1-8.209-6  Joint  settlement  of  two  or  more 
claims. 

1-8.209-7  Settlement  by  determination. 

1-8.210  Contracting  officer's  negotiation 
memorandum. 

1-8.211  Review  and  approval  of  proposed 
settlements. 

1-8.211-1  Settlement  review  boards. 

1-8.211-2  Required  review  and  approval. 

1-8.211-3  Scope  of  review. 

1-8 .2 1 1-4  Action  by  board. 

1-8.212  Payment. 

1-8.212-1  Partial  payments  upon  termina¬ 
tion. 

1-8.212-2  Final  payment  upon  termination. 

1-8.213  Cost  principles  applicable  to  the 
settlement  of  research  and  de¬ 
velopment  contracts  with  edu¬ 
cational  institutions. 

Subpart  1—8.3 — Additional  Principles  Applicable 
to  the  Settlement  of  Fixed-Price  Type  Contracts 
Terminated  for  Convenience 

1-8.301  General. 

1-8.302  Cost  principles. 

1-8.303  Allowance  for  profit. 

1-8.304  Adjustment  for  loss. 

1-8.305  Deductions. 

1-8.306  Completed  end  items. 

1-8.307  Settlement  proposals. 

1-8.307-1  Submission  of  settlement  pro¬ 
posals. 

1-8.307-2  Bases  for  settlement  proposals. 

1-8.308  Limitation  on  settlements. 

Subpart  1—8.4 — Additional  Principles  Applicable 
to  the  Settlement  of  Cost-Reimbursement  Typo 
Contracts  Terminated  for  Convenience 

1-8.401  General. 

1-8.402  Discontinuance  of  invoices  or 
vouchers. 

1-8.403  Notice  to  the  General  Accounting 
Office. 

1-8.404  Procedure  after  invoices  or  vouch¬ 
ers  are  discontinued. 

1-8.404-1  Submission  of  settlement  pro¬ 
posal. 

1-8.404-2  Interim  negotiations. 

1-8.404-3  Partial  payments. 

1-8.404-4  Adjustment  of  overhead  costs. 

1-8.404-5  Information  concerning  previous 
cost  invoices  or  vouchers. 

1-8.404-6  [Reserved.] 

1-8.404-7  [Reserved.] 

1-8.404-8  Final  settlement. 

1-8.405  Procedure  for  partial  termination. 
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Sec. 

1-8.405-1  General. 

1-8.405-2  Submission  of  settlement  proposal 
(fee  only). 

1-8.405-3  Submission  of  Invoices  or  vouch¬ 
ers. 

1-8.406  Adjustment  of  fee. 

Subpart  1—8.5 — Disposition  of  Termination 
Inventory 

1-8.501  General. 

1-8.501-1  Methods  of  disposal. 

1-8.501-2  General  restrictions  on  contrac¬ 
tor’s  authority. 

1-8.502  Contractor-acquired  property. 

1-8.502-1  Purchase  or  retention  at  cost. 

1-8.502-2  Return  of  property  to  suppliers. 

1-8.502-3  Cost-reimbursement  type  con¬ 
tracts. 

1-8.503  Inventory  schedules. 

1-8.503-1  Submission  of  inventory  sched¬ 
ules. 

1-8.503-2  Separate  schedules. 

1-8.503-3  Inventory  descriptions. 

1-8.503-4  Inventory  schedule  certificate. 

1-8.503-5  Common  items. 

1-8.503-6  Withdrawals  from  inventory 
schedules. 

1-8.503-7  Rejection  and  correction  of  In¬ 
adequate  schedules. 

1-8.504  Scrap  and  salvage. 

1-8.504-1  General. 

1-8.504-2  Scrap  warranty. 

1-8.505  Screening  of  serviceable  and  us¬ 
able  property. 

1-8.506  Government-furnished  property. 

1-8.507  'Sale  or  other  disposition  of  termi¬ 
nation  Inventory. 

1-8.507-1  General. 

1-8.507-2  [Reserved.) 

1-8.507-3  [Reserved.] 

1-8.507-4  Proceeds  of  sale. 

1-8.507-5  Applicability  of  antitrust  laws. 

1-8.507-6  Foreign  contractor  inventory. 

1-8.508  Donations. 

1-8.509  Destruction  or  abandonment. 

1-8.510  Special  machinery,  tooling,  and 
equipment. 

1-8.511  Removal  and  storage. 

1-8.511-1  Special  storage  at  the  expense 
and  risk  of  the  contractor. 

1-8.511-2  Storage  at  the  expense  and  risk 
of  the  Government. 

1-8.512  Review  of  property  disposal. 

1-8.513  Subcontractor  termination  inven¬ 
tory. 

1-8.513-1  General  policy. 

1-8.513-2  Inventory  schedules. 

1-8.513-3  Scrap  and  salvage. 

1-8.513-4  Serviceable  and  usable  property. 

1-8.514  Adjustment  prior  to  final  settle¬ 
ment. 

1-8.514-1  Duty  of  contractors  to  inform 
Government. 

1-8.514-2  Right  of  Government  to  review 
inventory  schedules. 

1-8.515  Accounting  for  termination  in¬ 
ventory. 

Subpart  1—8.6— Termination  for  Default 

1-8.600  Scope  of  subpart. 

1-8.601  General. 

1-8.602  Default  termination  of  fixed- 
price  supply  contracts. 

1-8.602-1  The  Government’s  right  to  termi¬ 
nate  for  default. 

1-8.602-2  Effect  of  termination  for  default. 

1-8.602-3  Procedure  in  case  of  default. 

1-8.602-4  Procedure  in  lieu  of  termination 
for  default. 

1-8.602-5  Documentation  in  contract  file. 

1-8.602-6  Repurchase  against  contractor’s 
account. 

1-8.602-7  Other  damages. 

1-8.603  Default  termination  of  fixed-price 
construction  contracts. 

1-8.603-1  Termination  of  the  contractor’s 
right  to  proceed. 

1-8.603-2  Effect  of  termination  for  default. 

1-8.603-3  Procedure  in  case  of  default. 
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1-8.603-4  Dealings  with  surety — take-over 
agreements. 

1-8.603-5  Procedure  in  lieu  of  termination 
for  default.  * 

1-8.603-6  Documentation  in  contract  file. 

1-8.603-7  Liquidation  of  liability. 

1-8.604  Default  termination  of  cost- 
reimbursement  type  contracts. 

1-8.605  Default  termination  of  certain 
fixed-price  research  and  devel¬ 
opment  contracts. 

Subpart  1—8.7 — Clauses 

1-8.700  Scope  and  applicability  of  sub¬ 
part. 

1-8.700-1  Scope. 

1-8.700-2  Applicability. 

1-8.701  Termination  clause  for  fixed-price 

contracts. 

1-8.702  Termination  clause  for  cost- 
reimbursement  type  contracts. 

1-8.703  Termination  clause  for  fixed-price 

construction  contracts. 

1-8.704  Research  and  development  con¬ 
tracts  with  educational  and 
other  nonprofit  institutions. 

1-8.704-1  Termination  clause. 

1-8.704-2  Suggested  clause  for  subcontracts. 

1-8.705  Short-form  termination  for  con¬ 
venience  clauses  for  fixed-price 
type  contracts. 

1-8.705-1  Supply  and  service  contracts. 

1-8.705-2  Construction  contracts. 

1-8.706  Subcontract  termination  clause. 

1-8.707  Default  clause  for  fixed-price 
supply  contracts. 

1-8.708  Excusable  delays  clause  for  cost- 
reimbursement  type  contracts. 

1-8.709  Default  clause  for  fixed-price  con¬ 
struction  contracts. 

1-8.709-1  Long-form  clause. 

1-8.709-2  Short-form  clause. 

1-8.710  Default  clause  for  fixed-price  re¬ 
search  and  development  con¬ 
tracts. 

Subpart  1-8.8 — Formats  of  Notices,  Forms, 
Warranties,  and  Agreements 

1-8.800  Scope  of  subpart. 

1-8.801  Notice  of  termination  for  conven¬ 
ience  of  the  Government. 

1-8.801-1  Telegraphic  notice. 

1-8.801-2  Letter  notice. 

1-8.802  Formats  of  settlement  proposal 
forms. 

1-8.802-1  Format  802-1,  Settlement  Pro¬ 

posal  (Inventory  Basis) — fixed- 
price  type  contracts. 

1-8.802-2  Format  802-2,  Settlement  Pro¬ 

posal  (Total  Cost  Basis)  — 
fixed-price  type  contracts. 

1-8.802-3  Format  802-3,  Settlement  Pro¬ 
posal  (Short  Form )  — fixed  - 

price  type  contracts. 

1-8.802-4  Format  802-4,  Settlement  Pro¬ 

posal  for  Cost -Reimbursement 
Type  Contracts. 

1-8.803  Formats  of  inventory  schedules. 

1-8.803-1  Format  803-1,  Inventory  Sched¬ 
ule  A  (Metals  in  Mill  Product 
Form) . 

1-8.803-2  Format  803-2,  Inventory  Sched¬ 
ule  A — Continuation  Sheet 
(Metals  in  Mill  Product  Form). 

1-8.803-3  Format  803-3,  Inventory  Schedule 
B. 

1-8.803-4  Format  803-4,  Inventory  Sched¬ 
ule  B — Continuation  Sheet. 

1-8.803-5  Format  803-5,  Inventory  Sched¬ 
ule  C  (Work  in  Process). 

1-8.803-6  Format  803-6,  Inventory  Schedule 
C — Continuation  Sheet  (Work 
4  in  Process) . 

1-8.803-7  Format  803-7,  Inventory  Sched¬ 
ule  D  (Dies,  Jigs,  Fixtures,  etc., 
and  Special  Tools). 

1-8.803-8  Format  803-8,  Inventory  Schedule 
D — Continuation  Sheet  (Dies, 
Jigs,  Fixtures,  etc.,  and  Special 
Tools). 


1-8.805 

1-8.806 

1-8.806-1 


1-8.806-7 
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1-8.803-9  Format  803-9,  Termination  In. 

ventory  Schedule  E  ( Short 
Form  for  Use  with  Format 
802-3  Only). 

1-8.804  Formats  of  miscellaneous  forms. 
1-8.804-1  Format  804-1,  Schedule  of  Ac¬ 
counting  Information. 

1-8.804-2  Format  804-2,  Application  for 
Partial  Payment. 

1-8.805  Scrap  warranty. 

1-8.806  Formats  of  settlement  agreement. 
1-8.806-1  Settlement  agreement  for  use  in 
settling  fixed-price  prime  con 
tracts  after  complete  termi¬ 
nation. 

1-8.806-2  Settlement  agreement  for  use  in 
settling  fixed-price  prime  con 
tracts  after  partial  termination. 
1-8.806-3  Partial  settlement  agreement,  for 
use  in  settling  fixed -price  prime 
contracts  after  complete  or  par 
tial  termination  where  settle- 
ment  pertains  only  to  settle 
ments  with  subcontractors. 
1-8.806-4  Settlement  agreement  for  use  in 
settling  cos  t-reimbursement 
type  prime  contracts  after  com 
plete  termination  where  settle 
ment  includes  costs. 

1-8.806-5  Settlement  agreement  for  us^in 
settling  cos  t-reimbursement 
type  prime  contracts  after  com 
plete  termination  where  settle 
ment  is  limited  to  fee. 

1-8.806-6  No-cost  settlement  agreement 
partial  termination. 

1-8.806-7  No-cost  settlement  agreements 
complete  termination. 

Authority:  §§  1-8.000  to  1-8.806-7  issued 
under  sec.  205(c),  63  Stat.  390;  40  U.S.C. 
486(c). 

§  1—8.000  Scope  and  applicability  of 
part. 

(a)  This  part  sets  forth  policies  and 
procedures  relating  to  the  complete  or 
partial  termination  of  contracts  for  the 
convenience  of  the  Government  or  for 
default,  and  sets  forth  policies  and  pro 
cedures  relating  to  the  settlement  of 
claims  arising  therefrom.  It  includes 
contract  clauses,  with  respect  to  ter 
mination  and  excusable  delay,  and  sug 
gested  formats  of  notices,  forms,  war 
ranties,  and  agreements  related  to  the 
termination  and  settlement  of  contracts. 

(b)  This  part  applies  to  contracts 
which  initially  or  by  amendment  pro 
vide  for  termination  for  the  convenience 
of  the  Government  or  for  the  default  of 
the  contractor,  whether  or  not  the 
clauses  in  the  contract  with  respect  to 
termination  are  those  set  forth  in  Sub 
part  1-8.7.  However,  to  the  extent  that 
clauses  actually  used  in  contracts  are 
inconsistent  with  the  provisions  of  this 
part,  the  provisions  of  the  clauses  ac 
tually  used  shall  control.  Where  a  ter 
mination  for  convenience  clause  has  not 
been  included  in  a  contract,  this  part  may 
also  be  used  for  guidance  in  negotiating 
a  settlement  agreement,  or  in  making 
an  equitable  adjustment  (see  §  1-8.601 

(c)). 

(c)  This  part  also  applies  to  the  dis¬ 
posal  of  contractor  inventory  arising  out 
of  any  modification  of  a  cost-reimburse¬ 
ment  type  contract  pursuant  to  the 
Changes  clause. 

(d)  When  the  head  of  a  procuring 
activity  so  authorizes,  the  provisions  of 
this  part  may  be  utilized: 

(1)  In  determining  any  equitable  ad¬ 
justment  as  a  result  of  modification  of 
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any  contract,  other  than  a  cost-reim¬ 
bursement  type  contract,  pursuant  to  the 
Changes  clause; 

(2)  In  the  disposal  of  any  property 
which  has  become  obsolete  or  excess  for 
any  reason  under  a  contract  whenever 
the  cost  of  such  property  is  made  the 
basis  of  a  claim  by  the  contractor  against 
the  Government;  or 

(3)  In  the  disposal  of  contractor  in¬ 
ventory  generally. 

Subpart  1-8.1 — Definition  of  Terms 
§  1-8.101  Definitions. 

As  used  in  this  part,  the  following 
terms  have  the  meanings  stated: 

(a)  “Amount  of  claim”  or  “amount  of 
settlement”  means  that  amount  which 
(1)  does  not  have  deducted  from  the 
gross  claim  or  settlement  (i)  credits  for 
retention  or  other  disposal  of  termina¬ 
tion  inventory  allocated  to  the  claim,  (ii) 
credits  for  advance  payments,  and  (iii) 
credits  for  partial  payments  (see  §  1- 
8.212-1);  but  (2)  does  have  deducted 
from  the  gross  claim  or  settlement  (i) 
the  amount  payable  for  completed  arti¬ 
cles  or  work  at  the  contract  price,  and 
(ii)  amounts  payable  for  the  settlement 
or  discharge  of  termination  claims  of 
subcontractors.  (This  definition  applies 
only  when  the  taking  of  an  action  de¬ 
pends  upon  the  amount  of  a  termination 
claim  or  settlement;  e.g.,  the  amount 
which  determines  whether  audit  of  a 
prime  contract  claim  is  required,  or  the 
amount  which  determine^  whether  a 
settlement  must  be  reviewed  by  a  settle¬ 
ment  review  board.) 

(b)  “Common  items”  means  materials 
which  are  common  in  nature  to  both  the 
terminated  contract  and  the  contractor’s 
other  work. 

(c)  “Continued  portion  of  the  con¬ 
tract”  means  that  portion  of  a  partially 
terminated  contract  which  relates  to 
work  or  end  items  not  already  completed 
and  accepted  prior  to  the  effective  date 
of  termination  and  which  the  contractor 
must  continue  to  perform. 

(d)  “Contractor-acquired  property” 
means  property  procured  or  otherwise 
provided  by  the  contractor  for  the  per¬ 
formance  of  a  contract,  w-hether  or  not 
the  Government  has  title  by  the  terms 
of  the  contract  or  exercises  its  con¬ 
tractual  right  to  take  title. 

(e)  “Contractor  inventory”  means  (1) 
any  property  acquired  by  and  in  the  pos¬ 
session  of  a  contractor  or  subcontractor 
(including  Government-furnished  prop¬ 
erty)  under  a  contract  pursuant  to  the 
terms  of  which  title  is  vested  in  the  Gov¬ 
ernment,  and  in  excess  of  the  amounts 
needed  to  complete  full  performance  un¬ 
der  the  entire  contract;  and  (2)  any 
property  which  the  Government  is  ob¬ 
ligated  to  or  has  an  option  to  take  over 
under  any  type  of  contract  as  a  result 
either  of  any  changes  in  the  specifica¬ 
tions  or  plans  thereunder  or  of  the  termi¬ 
nation  of  such  contract  (or  subcontract 
thereunder) ,  prior  to  completion  of  the 
work,  for  the  convenience  or  at  the 
option  of  the  Government. 

(f)  “Effective  date  of  termination” 
means  the  date  upon  which  the  notice  of 
termination  first  requires  the  contractor 
to  stop  performance,  in  whole  or  in  part, 
under  the  contract.  If,  however,  the 
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termination  notice  is  received  subsequent 
to  the  date  fixed  for  termination,  then 
the  effective  date  of  termination  means 
the  date  on  which  the  notice  is  received. 

(g)  “Government-furnished  property” 
means  property  in  the  possession  of  or 
acquired  directly  by  the  Government, 
and  subsequently  delivered  or  otherwise 
made  available  to  the  contractor. 

(h)  “Government  property”  means  all 
property  owned  by  or  leased  to  the  Gov¬ 
ernment  or  acquired  by  the  Government 
under  the  terms  of  a  contract;  except 
that  property  to  which  the  Government 
has  acquired  a  lien  or  title  solely  as  a  re¬ 
sult  of  partial,  advance,  or  progress 
payments  shall  not  be  classified  as  Gov¬ 
ernment  property.  With  this  exception, 
Government  property  includes  (1)  Gov¬ 
ernment-furnished  property,  and  (2) 
that  part  of  contractor-acquired  prop¬ 
erty  title  to  which  is  vested  in  the 
Government. 

(i)  “Material”  means  property  which 
may  be  incorporated  into  or  attached  to 
an  end  item  to  be  delivered  under  a  con¬ 
tract  or  which  may  be  consumed  or  ex¬ 
pended  in  the  performance  of  a  con¬ 
tract.  It  includes,  but  is  not  limited  to, 
raw  and  processed  material,  parts,  com¬ 
ponents,  assemblies,  and  small  tools  and 
supplies  which  may  be  consumed  in  nor¬ 
mal  use  in  the  performance  of  the 
contract. 

(j)  “Other  work”  means  any  current 
or  scheduled  work  of  the  contractor, 
whether  Government  or  commercial, 
other  than  work  related  to  the  ter¬ 
minated  contract. 

(k)  “Plant  clearance  period”  means, 
for  each  particular  property  classifica¬ 
tion  (such  as  raw  materials,  purchased 
parts,  and  work  in  process)  at  any  one 
plant  or  location,  a  period  beginning 
with  the  effective  date  of  the  termina¬ 
tion  for  convenience  and  ending  90  days 
after  receipt  by  the  contracting  officer 
of  acceptable  inventory  schedules  cov¬ 
ering  all  items  of  that  particular  prop¬ 
erty  classification  in  the  termination  in¬ 
ventory  at  that  plant  or  location,  or 
ending  on  such  later  date  as  may  be 
agreed  to  by  the  contracting  officer  and 
the  contractor.  Final  phase  of  a  plant 
clearance  period  means  that  part  of  a 
plant  clearance  period  which  occurs  after 
the  receipt  of  acceptable  inventory 
schedules  covering  all  items  of  the  par¬ 
ticular  property  classification  at  the 
plant  or  location. 

(l)  “Plant  equipment”  means  personal 
property  of  a  capital  nature  (consisting 
of  machinery,  equipment,  furniture, 
vehicles,  machine  tools,  and  accessory 
and  auxiliary  items,  but  excluding 
special  tooling)  used  or  capable  of  use 
in  the  manufacture  of  supplies  or  in  the 
performance  of  services  or  for  adminis¬ 
trative  or  general  plant  purpose. 

(m)  “Prime  contract”  means  any  con¬ 
tract  as  defined  in  §  1-1.208  entered  into 
by  any  executive  agency. 

(n)  “Production  equipment”  means 
those  items  of  plant  equipment  which  are 
located  within  a  manufacturing,  process¬ 
ing,  assembly,  or  service  establishment, 
and  which  are  used  for  cutting,  abrading, 
grinding,  shaping,  forming,  joining, 
measuring,  testing,  heating,  or  treating 
production  materials  or  work  in  process. 


(o)  “Salvage”  means  property  which, 
because  of  its  worn,  damaged,  deterio¬ 
rated,  or  incomplete  condition,  or  be¬ 
cause  of  its  specialized  nature,  has  no 
reasonable  prospect  of  sale  or  use  as 
serviceable  property  without  major  re¬ 
pairs  or  alterations  but  which  has  some 
value  in  excess  of  its  scrap  value. 

(p)  “Scrap”  means  property  which 
has  no  reasonable  prospect  of  being  sold 
except  for  the  recovery  value  of  its  basic 
material  content. 

(q)  “Serviceable  or  usable  property” 
means  property  which  has  reasonable 
prospect  of  further  use  or  sale  either  in 
its  existing  form  or  with  minor  repairs 
or  alterations. 

(r)  “Settlement  agreement”  means  a 
written  agreement,  in  the  form  of  an 
amendment  to  the  contract,  between  the 
contractor  and  the  Government  settling 
all  or  a  severable  portion  of  a  settlement 
proposal. 

(s)  “Settlement  proposal”  means  a 
termination  claim  submitted  by  a  con¬ 
tractor  or  subcontractor  in  the  form,  and 
supported  by  the  data,  required  by  this 
Part  1-8. 

(t)  “Special  machinery  and  equip¬ 
ment”  means  that  part  of  plant  equip¬ 
ment  which  was  acquired  or  constructed 
solely  for  the  performance  of  the  ter¬ 
minated  contract  or  the  terminated  con¬ 
tract  and  other  Government  contracts, 
and  as  to  which  the  contractor  claims 
loss  of  useful  value. 

(u)  “Special  tooling”  means  all  jigs, 
dies,  fixtures,  molds,  patterns,  special 
taps,  special  gauges,  special  test  equip¬ 
ment,  other  special  equipment  and  man¬ 
ufacturing  aids,  and  replacements  there¬ 
of,  acquired  or  manufactured  by  the 
contractor  for  use  in  the  performance  of 
a  contract,  which  are  of  such  a  spe¬ 
cialized  nature  that,  without  substantial 
modification  or  alteration,  their  use  is 
limited  to  the  production  of  such  sup¬ 
plies  or  parts  thereof,  or  the  perform¬ 
ance  of  such  services,  as  are  peculiar  to 
the  needs  of  the  Government.  The  term 
does  not  include — (1)  items  of  tooling 
or  equipment  acquired  by  the  contractor 
prior  to  the  contract,  or  replacements 
thereof,  whether  or  not  altered  or 
adapted  for  use  in  the  performance  of 
the  contract,  (2)  consumable  small  tools, 
or  (3)  general  or  special  machine  tools, 
or  similar  capital  items. 

(v)  “Subcontract”  means  any  con¬ 
tract,  as  defined  in  §  1-1.208,  other  than 
a  prime  contract,  entered  into  by  a  prime 
contractor  or  a  subcontractor,  calling 
for  supplies  or  services  required  for  the 
performance  of  any  one  or  more  prime 
contracts. 

(w)  “Termination  claim”  means  any 
claim  by  a  contractor  or  subcontractor, 
permitted  by  the  terms  of  a  prime  con¬ 
tract,  for  compensation  for  the  termina¬ 
tion,  in  whole  or  in  part,  of  the  prime 
contract  or  a  subcontract  thereunder, 
and  any  other  claim  which  this  Part  1-8 
authorizes  to  be  asserted  and  settled  in 
connection  with  a  termination  settle¬ 
ment. 

(x)  “Termination  inventory”  means 
any  items  of  physical  property  pur¬ 
chased,  supplied,  manufactured,  fur¬ 
nished,  or  otherwise  acquired  for  per¬ 
formance  of  the  terminated  contract  and 
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properly  allocable  to  the  terminated  por¬ 
tion  of  the  contract.  The  term  does  not 
include  any  facilities,  material,  produc¬ 
tion  or  other  equipment,  or  special  tool¬ 
ing,  which  are  subject  to  a  separate 
contract  or  a  special  contract  provision 
governing  the  use  or  disposition  thereof. 
Termination  inventory  may  include 
contractor- acquired  property  and  Gov¬ 
ernment-furnished  property. 

(y)  “Terminated  portion  of  the  con¬ 
tract”  means  that  portion  of  a  termi¬ 
nated  contract  which  relates  to  work 
or  end  items  not  already  completed  and 
accepted  prior  to  the  effective  date  of 
termination  and  which  the  contractor 
is  not  to  continue  to  perform. 

Subpart  1—8.2 — General  Principles 

Applicable  to  the  Termination  for 

Convenience  and  Settlement  of 

Fixed-Price  Type  and  Cost-Reim¬ 
bursement  Type  Contract 

§  1—8.200  Scope  of  subpart. 

This  Subpart  1-8.2  deals  with  general 
principles  applicable  to  the  termination 
and  to  the  settlement  of  both  fixed-price 
type  and  cost-reimbursement  type  con¬ 
tracts  terminated  for  the  convenience  of 
the  Government.  Additional  principles 
applicable  to  the  settlement  of  fixed- 
price  and  cost-reimbursement  types  of 
contracts,  terminated  for  convenience, 
are  set  forth  in  Subparts  1-8.3  and  1-8.4, 
respectively. 

§  1—8.201  General. 

(a)  Contracts  shall  be  terminated  for 
the  convenience  of  the  Government 
when  it  is  determined  that  such  action  is 
in  the  best  interest  of  the  Government, 
or  under  the  circumstances  provided  in 
§  1-8.601  (b). 

(b)  A  well-drafted  termination  for 
convenience  clause  defines  the  rights  of 
the  Government  and  of  the  contractor 
in  a  termination  of  the  contract  for  the 
convenience  of  the  Government  and  pro¬ 
vides  for  the  settlement  of  claims  there¬ 
under.  Thus,  the  contractual  right  to 
terminate  a  contract  for  the  convenience 
of  the  Government  and  to  make  a  settle¬ 
ment  agreement  (as  defined  in  §  1-8.101 
(r) )  is  based  on  such  a  clause.  However, 
the  power  of  a  contracting  activity  to 
issue  a  termination  notice  does  not  de¬ 
pend  on  the  existence  of  a  termination 
for  convenience  clause  in  the  contract. 
In  the  absence  of  a  termination  for  con¬ 
venience  clause,  however,  such  action 
normally  constitutes  a  breach  of  con¬ 
tract.  Such  a  breach  of  contract  may 
subject  the  Government  to  liability  for 
common-law  damages,  including  antici¬ 
patory  profits,  unless  the  Government 
arrives  at  a  voluntary  settlement  with 
the  contractor. 

(c)  A  contract  which  initially  does 
not  provide  for  termination  for  the  con¬ 
venience  of  the  Government  may,  with 
tiie  consent  of  the  contractor,  be 
amended  either  prior  to  or  after  termi¬ 
nation  to  incorporate  such  a  clause. 
Even  though  a  contract  is  not  so 
amended,  a  settlement  agreement  may  be 
entered  into  after  termination  of  the 
contract. 


§  1-8.202  Notice  of  termination. 

(a)  Contracts  shall  be  terminated  for 
convenience  only  by  a  written  notice  to 
the  contractor  (see  §  1-8.801  for  sug¬ 
gested  formats  of  notices  of  termination 
for  convenience),  stating: 

(1)  That  the  contract  is  being  ter¬ 
minated  for  the  convenience  of  the  Gov¬ 
ernment  (citing  the  appropriate  contract 
clause,  if  any,  authorizing  such  termina¬ 
tion)  ; 

(2)  The  effective  date  of  termina¬ 
tion; 

(3)  The  extent  of  termination  and, 
if  a  partial  termination,  the  portion  of 
the  contract  to  be  continued;  and 

(4)  Any  special  instructions. 

(b)  A  copy  of  the  notice  of  termina¬ 
tion  shall  be  sent  to  each  known  assignee, 
guarantor,  or  surety  of  the  contractor. 

§  1—8.203  Methods  of  settlement. 

Settlement  of  cost-reimbursement 
type  contracts  and  of  fixed-price  type 
contracts  terminated  for  convenience 
may  be  effected  by  (a)  negotiated  agree¬ 
ment,  (b)  determination  by  the  contract¬ 
ing  officer,  (c)  costing  out  under  proper 
invoices  or  vouchers  (in  the  case  of  costs 
under  cost-reimbursement  type  con¬ 
tracts),  or  (d)  a  combination  of  these 
methods.  Every  effort  shall  be  made  to 
reach  a  fair  and  prompt  settlement  with 
the  contractor.  The  negotiated  agree¬ 
ment  is  the  most  expeditious  and  most 
satisfactory  method  of  settling  termina¬ 
tion  claims  and  shall  be  used  whenever 
feasible.  Settlement  by  determination 
shall  be  used  only  when  a  termination 
claim  cannot  be  settled  by  agreement. 

§  1—8.204  Duties  of  prime  contractor 
after  receipt  of  notice  of  termina¬ 
tion. 

After  receipt  of  the  notice  of  termi¬ 
nation,  the  contractor  must  comply  with 
the  termination  clause  of  the  contract 
and  the  notice  of  termination,  except  as 
otherwise  directed  by  the  contracting 
officer  under  the  authority  of  the  clause. 
The  clause  and  the  notice  generally 
should  require,  among  other  things, 
that  the  contractor: 

(a)  Stop  work  on  the  terminated  por¬ 
tion  of  the  contract  and  discontinue 
placing  subcontracts  thereunder; 

(b)  Terminate  all  subcontracts  re¬ 
lated  to  the  terminated  portion  of  the 
prime  contract; 

(c)  Immediately  advise  the  contract¬ 
ing  officer  of  any  special  circumstances 
precluding  the  stoppage  of  work; 

(d)  If  the  termination  is  partial,  per¬ 
form  the  continued  portion  of  the  con¬ 
tract  and  submit  promptly  any  request 
for  an  equitable  adjustment  of  price 
with  respect  to  the  continued  portion  of 
the  contract,  supported  by  evidence  of 
any  increase  in  the  cost  thereof; 

(e)  Take  such  action  as  may  be  neces¬ 
sary,  or  as  the  contracting  officer  may 
direct,  to  protect  and  preserve  property 
in  the  possession  of  the  contractor  in 
which  the  Government  has  or  may  ac¬ 
quire  an  Interest;  and,  to  the  extent  di¬ 
rected  by  the  contracting  officer,  deliver 
such  property  to  the  Government; 

(f)  Promptly  notify  the  contracting 
officer  in  writing  of  any  legal  proceed¬ 


ings  against  the  contractor  growing  out 
of  any  subcontract  or  other  commit¬ 
ment  related  to  the  terminated  portion 
of  the  contract; 

(g)  Settle  %11  outstanding  liabilities 
and  all  claims  arising  out  of  termination 
of  subcontracts,  obtaining  any  approvals 
or  ratifications  required  by  the  contract¬ 
ing  officer; 

(h)  Promptly  submit  his  own  settle¬ 
ment  proposal,  supported  by  appropriate 
schedules;  and 

(i)  Dispose  of  any  termination  inven¬ 
tory,  as  directed  or  authorized  by  the 
contracting  officer. 

§  1—8.205  Duties  of  contracting  officer 

after  issuance  of  notice  of  termina¬ 
tion. 

(a)  In  accordance  with  the  termina¬ 
tion  clause  in  the  contract  and  with  the 
notice  of  termination,  the  contracting 
officer  shall,  among  other  things: 

(1)  Direct  the  action  required  of 
the  prime  contractor; 

(2)  Examine  the  settlement  propo¬ 
sal  of  the  prime  contractor  and,  when 
appropriate,  the  settlement  proposals  of 
subcontractors; 

(3)  Promptly  negotiate  settlement 
with  the  contractor  and  enter  into  a 
settlement  agreement;  and 

(4)  To  the  extent  that  he  is  unable 
to  negotiate  settlement  after  due  and 
diligent  effort,  promptly  settle  the  con¬ 
tractor’s  claim  by  determination. 

(b)  To  expedite  settlement,  the  con¬ 
tracting  offioer  shall  seek  assistance  from 
specially  qualified  personnel  (such  as 
legal,  accounting,  inspecting,  engineer¬ 
ing,  and  property  disposal  personnel)  so 
that  such  personnel  may: 

(1)  Assist  in  dealings  with  the  con¬ 
tractor; 

(2)  Render  advice  on  legal  and  con¬ 
tractual  matters; 

(3)  Conduct  accounting  reviews  and 
render  advice  and  assistance  on  account¬ 
ing  matters;  and 

(4)  Perform  the  following  functions 
with  respect  to  the  termination  inven¬ 
tory — 

(i)  Verify  its  existence; 

(ii)  Determine  qualitative  and 
quantitative  allocability; 

(iii)  Make  recommendations  con¬ 
cerning  serviceability  and  unserviceabil¬ 
ity; 

(iv)  Undertake  necessary  screen¬ 
ing  and  redistribution;  and 

(v)  Assist  the  contractor  in  ac¬ 
complishing  other  disposition. 

(c)  An  initial  conference  shall  be  held 
with  the  contractor  as  promptly  as  pos¬ 
sible  to  develop  a  definite  program  for 
effecting  the  settlement.  Where  appro¬ 
priate  in  the  judgment  of  the  contract¬ 
ing  officer  after  consulting  the  prime 
contractor,  principal  subcontractors 
should  be  present.  Topics  discussed  at 
the  conference  should  include: 

(1)  General  principles  relating  to 
the  settlement  of  any  termination  claim, 
including  obligations  of  the  contractor 
under  the  termination  clause  of  the 
contract; 

(2)  Extent  of  the  termination,  point 
at  which  work  is  stopped,  and  status  of 
any  plans,  drawings,  and  information 
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which  would  have  been  delivered  had 
the  contract  been  completed; 

(3)  Status  of  any  continuing  work; 

(4)  Obligation  of  the  contractor  to 
terminate  subcontracts  and  general  prin¬ 
ciples  to  be  followed  in  settlement  of 
subcontractor  claims; 

(5)  Names  of  subcontractors  in¬ 
volved  and  the  respective  dates  termina¬ 
tion  notices  were  issued  to  them; 

(6)  Contractor  personnel  handling, 
and  methods  for,  review  and  settlement 
of  subcontractor  claims; 

(7)  Arrangements  for  transfer  of 
title  and  delivery  to  the  Government  of 
any  material  required  by  the  Govern¬ 
ment; 

(8)  General  principles  and  proce¬ 
dures  to  be  followed  in  the  protection, 
preservation,  and  disposition  of  con¬ 
tractor’s  and  subcontractors’  termina¬ 
tion  inventories,  including  the  prepara¬ 
tion  of  termination  inventory  schedules; 

(9)  Contractor  accounting  practices 
and  submission  of  accounting  data  (see 
§  1-8.307-1(0 ; 

(10)  Form  in  which  settlement  pro¬ 
posals  shall  be  submitted; 

(11)  Accounting  review  of  settle¬ 
ment  proposals; 

12)  Any  requirement  for  interim 
financing  in  the  nature  of  partial  pay¬ 
ments;  and 

(13)  Tentative  time  schedule  for  ne¬ 
gotiation  of  the  settlement,  including 
submission  by  the  contractor  and  sub¬ 
contractors  of  settlement  proposals, 
termination  inventory  schedules,  and  ac¬ 
counting  information  schedules. 

§  1—8.206  Fraud  or  other  criminal  con¬ 
duct. 

Whenever  the  contracting  officer  has 
reason  to  suspect  fraud  or  other  criminal 
conduct  in  connection  with  the  settle¬ 
ment  of  a  terminated  contract,  he  shall 
discontinue  all  negotiations  with  the  con¬ 
tractor  and  shall  report  the  facts  in  ac¬ 
cordance  with  agency  procedures. 

§  1—8.207  Accounting  review  of  prime 

contract  settlement  proposals  and  of 

subcontract  settlements. 

(a)  Each  settlement  proposal  submit¬ 
ted  by  a  prime  contractor  shall  be  re¬ 
ferred  by  the  contracting  officer  to  the 
agency  audit  officer  for  appropriate  ex¬ 
amination  and  recommendation  when 
the  amount  of  claim  (see  §  1-8.101  (a) )  is 
$2,500  or  over.  The  contracting  officer 
may,  when  circumstances  indicate  the 
necessity  therefor,  refer  a  settlement 
proposal  to  the  agency  audit  office  when 
the  amount  of  claim  is  less  than  $2,500. 
The  referral  shall  be  in  writing,  shall 
indicate  any  specific  information  or  data 
which  the  contracting  officer  desires  to 
have  developed,  and  shall  include  any 
facts  or  circumstances  within  the  knowl¬ 
edge  of  the  contracting  officer  which  will 
assist  the  agency  audit  office  in  the  per¬ 
formance  of  its  function.  The  agency 
audit  office  should  develop  such  informa¬ 
tion  and  should  make  such  further  ac¬ 
counting  review  as  it  deems  appropriate. 
The  agency  audit  office  should  submit 
written  comments  and  recommendations 
to  the  contracting  officer,  in  accordance 
with  agency  procedures. 

(b)  Subcontract  settlements  submit¬ 
ted  by  a  contractor  to  the  contracting 


officer  for  approval  or  ratification  in  ac¬ 
cordance  with  §  1-8.208  shall  be  referred 
to  the  agency  audit  office  for  review  and 
recommendations  if  (1)  the  amount  of 
settlement  is  $25,000  or  more,  unless  an 
accounting  review  of  the  settlement  pro¬ 
posal  has  been  performed  by  the  agency 
audit  office,  or  (2)  the  contracting  officer 
considers  an  accounting  review,  in  whole 
or  in  part,  desirable.  The  review  under 
(1)  or  (2)  does  not  relieve  the  prime 
contractor  or  higher  tier  subcontractor 
of  the  responsibility  for  performing  an 
accounting  review.  The  agency  audit  of¬ 
fice  should  submit  written  comments  and 
recommendations  to  the  contracting  of¬ 
ficer,  in  accordance  with  agency  pro¬ 
cedures. 

(c)  (1)  The  responsibility  of  the  primq^ 
contractor  and  of  each  subcontractor,  set 
forth  in  §  1-8.208-1,  for  settlement  of 
immediate  subcontractors’  settlement 
proposals  includes  responsibility  for  per¬ 
forming  accounting  reviews  and  any 
necessary  field  audits.  However,  in  the 
situations  outlined  in  (i)  through  (iv) 
of  this  §  l-8.207(c)  (1),  the  agency  audit 
office  generally  should  be  requested  to 
perform  the  accounting  review  of  a  sub¬ 
contractor’s  settlement  proposal  where: 

(i)  A  subcontractor  objects  to  an 
accounting  review  of  his  records  by  an 
upper  tier  contractor  for  competitive 
reasons ; 

(ii)  The  agency  audit  office  cur¬ 
rently  is  performing  audit  work  at  the 
subcontractor’s  plant,  or  where  it  can 
be  performed  more  economically  or 
efficiently; 

(iii)  Audit  by  the  agency  audit  of¬ 
fice  is  necessary  for  consistent  audit 
treatment  and  orderly  administration; 
or 

(iv)  The  contractor  has  a  sub¬ 
stantial  or  controlling  financial  inter¬ 
est  in  the  subcontractor. 

(2)  Duplication  by  the  agency  audit 
office  of  accounting  reviews  performed 
by  the  upper  tier  contractor  on  subcon¬ 
tractor  settlement  proposals  should  be 
avoided  to  the  extent  possible.  However, 
when  appropriate,  the  Government 
should  make 'additional  reviews.  Where 
the  contractor  is  performing  accounting 
reviews  in  accordance  with  this  §  1-8.207, 
the  contracting  officer  should  request  the 
agency  audit  office  to  examine  periodi¬ 
cally  the  contractor’s  accounting  review 
procedures  (including  but  not  limited  to 
audit  programs,  cost  principles  applied, 
working  papers,  and  audit  reports)  and 
performance  thereunder  and  make  such 
comments  and  recommendations  to  the 
contracting  officer  as  may  be  deemed 
appropriate. 

§  1—8.208  Settlement  of  subcontract 

claims. 

§  1—8.208—1  Subcontractor’s  rights. 

Unless  otherwise  specifically  provided, 
a  subcontractor  has  no  contractual 
rights  against  the  Government  upon  the 
termination  of  a  prime  contract.  The 
rights  of  a  subcontractor  are  against  the 
prime  contractor  or  intermediate  sub¬ 
contractor  with  whom  he  has  contracted. 
Upon  termination  of  a  prime  contract, 
the  prime  contractor  and  each  subcon¬ 
tractor  are  responsible  for  the  prompt 
settlement  of  the  termination  claims  of 
their  immediate  subcontractors. 
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§  1-8.208—2  Prime  contractor’s  rights 
and  obligations. 

Each  termination  for  convenience 
clause  provides  that,  after  receipt  of  a 
notice  of  termination,  the  prime  con¬ 
tractor  shall  (except  as  otherwise  di¬ 
rected  by  the  contracting  officer)  termi¬ 
nate  all  subcontracts  to  the  extent  that 
they  relate  to  the  performance  of  any 
work  terminated  by  a  notice  of  termina¬ 
tion.  Prime  contractors  should,  for  their 
own  protection,  include  a  termination 
clause  in  their  subcontracts.  A  suggested 
subcontract  termination  clause  is  set 
forth  in  §  1-8.706.  The  failure  of  a  prime 
contractor  to  include  an  appropriate 
termination  clause  in  any  subcontract, 
or  to  exercise  his  rights  thereunder,  shall 
not  (a)  affect  the  right  of  the  Govern¬ 
ment  to  require  the  termination  of  the 
subcontract,  or  (b)  increase  the  obliga¬ 
tion  of  the  Government  beyond  that 
which  would  have  arisen  if  the  subcon¬ 
tract  had  contained  an  appropriate  ter¬ 
mination  clause.  In  any  such  case,  the 
reasonableness  of  the  prime  contractor’s 
settlement  with  the  subcontractor  shduld 
normally  be  measured  by  the  aggregate 
amount  which  would  be  due  under  sub- 
paragraphs  (1),  (2),  and  (3)  of  para¬ 
graph  (e)  of  the  suggested  subcontract 
termination  clause.  Reimbursement  in 
excess  of  that  amount  shall  be  allowed 
only  in  unusual  cases,  and  then  only 
when  the  contracting  officer  is  satisfied 
that  the  terms  of  the  subcontract  were 
negotiated  in  good  faith  and  did  not  un¬ 
reasonably  increase  the  rights  of  the 
subcontractor. 

§  1—8.208—3  Settlement  procedure. 

(a)  Settlements  with  subcontractors 
shall  be  made  in  general  conformity  with 
the  policies  and  principles  relating  to 
settlement  of  prime  contracts  as  set 
forth  in  this  Subpart  1-8.2  and  in  Sub¬ 
parts  1-8.3  or  1-8.4,  as  applicable.  How¬ 
ever,  the  basis  and  form  of  the  subcon¬ 
tractor’s  settlement  proposal  must  be 
acceptable  to  the  prime  contractor  or 
the  next  higher  tier  subcontractor. 
Each  such  settlement  shall  be  supported 
by  accounting  and  other  data  sufficient 
for  adequate  review  by  the  Government. 
In  no  event  shall  the  Government  pay  to 
the  prime  contractor  any  amount  for 
loss  of  anticipatory  profits  or  conse¬ 
quential  damages  resulting  from  the  ter¬ 
mination  of  any  subcontract  (but  see 
§  1-8.208-5). 

(b)  Except  as  provided  in  §  1-8.208-4, 

(1)  all  subcontractor  termination  inven¬ 
tory  shall  be  disposed  of  and  accounted 
for  in  accordance  with  Subpart  1-8.5,  and 

(2)  the  contracting  officer  shall  require 
the  prime  contractor  to  submit  to  him 
for  approval  or  ratification  all  termina¬ 
tion  settlements  with  subcontractors. 
In  submitting  each  settlement,  the  prime 
contractor  shall  certify  that  he  has  ex¬ 
amined  the  subcontractor’s  claims  in¬ 
cluded  therein,  that  they  are  allocable 
to  the  terminated  portion  of  the  prime 
contract  (or  are  the  result  of  a  change 
order — see  §  1-8.000  (d)  (1),  and  that 
the  settlement  is  fair  find  reasonable, 
was  negotiated  in  good  faith,  and  is  not 
more  favorable  to  the  subcontractor  than 
if  the  Government  were  not  involved. 
The  contractor  shall  also  certify  that  he 
has  received  from  all  his  immediate  sub- 
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contractors  certifications  substantially 
in  the  form  of  his  own  certification. 
With  respect  to  settlements  with  more 
remote  subcontractors,  the  contractor 
shall  certify  that  he  has  no  information 
leading  him  to  doubt  their  reasonable¬ 
ness  or  their  allocability  to  the  termi¬ 
nated  portion  of  the  prime  contract. 

(c)  The  contracting  officer  shall 
promptly  examine  each  subcontract  set¬ 
tlement  required  to  be  submitted  to  him 
(including  the  basis  and  form  of  the 
proposal  upon  which  the  settlement  was 
based)  to  satisfy  himself  that  the  sub¬ 
contract  termination  was  made  necessary 
by  the  termination  of  the  prime  con¬ 
tract  (or  by  issuance  of  a  change  order — 
see  §  l-8.000(d)  (1) ) ,  and  that  the  settle¬ 
ment  was  arrived  at  in  good  faith,  is 
reasonable  in  amount,  and  is  allocable 
to  the  terminated  portion  of  the  con¬ 
tract  (or,  if  allocable  only  in  part,  that 
the  proposed  allocation  is  reasonable). 
In  considering  the  reasonableness  of  any 
subcontract  settlement,  the  contracting 
officer  shall  be  guided  generally  by  the 
provisions  of  this  Part  1-8  relating  to 
the  settlement  of  prime  contracts,  and 
shall  comply  with  any  applicable  require¬ 
ments  of  §§  1-8.207  and  1-8.211  relating 
to  accounting  and  other  reviews.  Upon 
completion  of  the  examination,  the  con¬ 
tracting  officer  shall  notify  the  contrac¬ 
tor  in  writing  of  (1)  his  approval  or 
ratification,  or  (2)  his  reasons  for  dis¬ 
approval. 

§  1—8.208—4  Authorization  for  subcon¬ 
tract  settlements  without  approval  or 
ratification. 

(a)  (1)  The  contracting  officer  may, 
upon  the  written  request  of  the  prime 
contractor,  authorize  him  in  writing  to 
conclude  settlements  of  his  terminated 
subcontracts  without  approval  or  rati¬ 
fication  by  the  contracting  officer  when 
the  amount  of  settlement  (see  §  1-8.101 

(a))  is  $10,000  or  less  and  if: 

(i)  The  contracting  officer  is  satis¬ 
fied  with  the  adequacy  of  the  procedures 
used  by  the  contractor  in  settling  termi¬ 
nation  claims  (including  proposals  for 
retention,  sale,  or  other  disposal  of  ter¬ 
mination  inventory)  of  his  immediate 
and  lower  tier  subcontractors.  (The 
contracting  officer  shall  obtain  the  ad¬ 
vice  and  recommendations  of  (A)  the 
agency  audit  office  with  respect  to  the 
adequacy  of  the  contractor’s  audit  ad¬ 
ministration,  including  personnel,  and 
(B)  the  cognizant  disposal  office  with  re¬ 
spect  to  the  adequacy  of  the  contractor’s 
procedures  and  personnel  for  the  admin¬ 
istration  of  property  disposal  matters.) ; 

(ii)  Any  termination  inventory 
included  in  determining  the  amount  of 
the  settlement  will  be  disposed  of  in  ac¬ 
cordance  with  §  1-8.513,  except  that  the 
disposition  of  such  inventory  shall  not 
(A)  be  subject  to  review  by  the  contract¬ 
ing  officer  under  §  1-8.513-1  or  §  1^8.513- 
3,  or  (B)  be  subject  to  §  1-8.513-4;  and 

(iii)  The  settlement  will  be  ac¬ 
companied  by  a  certificate  substantially 
similar  to  the  certificate  contained  in 
the  appropriate  settlement  proposal 
format  set  forth  in  §  1-8.802. 

(2)  An  authorization  granted  under 
(a)  (1)  of  this  5  1-8.208-4  may  be  exer¬ 
cised  only  in  settling  subcontracts  which 
have  been  terminated  as  a  result  of 


termination  for  convenience  or  modifi¬ 
cation  of  the  prime  contract  by  the 
Government. 

(b)  Section  1-8.513  shall  apply  to  any 
disposal  of  completed  end  items  allocable 
to  the  terminated  subcontract,  except 
that  completed  end  items  allocable  to  the 
terminated  subcontract  may  be  disposed 
of  without  review  by  the  contracting 
officer  under  §  1-8.513-1  or  §  1-8.513-3, 
and  without  screening  under  §  1-8.513-4, 
if  the  total  amount  thereof  (at  the  sub¬ 
contract  price)  when  added  to  the 
amount  of  the  settlement  does  not  ex¬ 
ceed  the  amount  authorized  under  this 
§  1-8.208-4. 

(c)  A  contracting  officer  granting  the 
above  authorization  to  a  contractor  shall 
be  responsible  for  periodically  making  a 
selective  review  of  settlements  and  set¬ 
tlement  procedures  to  determine  (1) 
whether  the  contractor  is  making  ade¬ 
quate  reviews  and  fair  settlements,  and 
(2)  whether  such  authorization  shall  re¬ 
main  in  effect.  In  connection  with  these 
periodic  reviews,  the  contracting  officer 
should  obtain  the  advice  and  recom¬ 
mendations  of  the  agency  audit  office 
with  respect  to  the  auditing  aspects  of 
the  contractor’s  review  procedures  and 
those  of  the  'cognizant  disposal  office 
with  respect  to  property  disposal  aspects 
of  the  contractor’s  review  procedures. 
Whenever  the  contracting  officer  deter¬ 
mines  that  the  contractor’s  procedures 
are  not  adequate  or  that  improper  settle¬ 
ments  are  being  made,  he  shall  revoke 
the  authorization  by  written  notice  to 
the  contractor.  The  revocation  shall 
take  effect  only  from  the  date  of  receipt. 

(d)  Any  number  of  separate  settle¬ 
ments  may  be  made  with  a  single  sub¬ 
contractor.  However,  claims  which  nor¬ 
mally  would  be  included  in  a  single  set¬ 
tlement  proposal,  such  as  those  based 
on  a  series  of  separate  orders  for  the 
same  item  under  one  contract,  shall  be 
consolidated  wherever  possible,  and  shall 
not  be  divided  in  order  to  bring  them 
within  an  authorization. 

(e)  Upon  written  request  of  the  con¬ 
tractor  and  with  the  prior  written 
approval  of  the  head  of  the  procuring 
activity  or  of  a  deputy  or  principal 
assistant  in  the  procuring  activity 
responsible  for  contract  matters,  an 
authorization  granted  under  (a)(1)  of 
this  §  1-8.208-4  may  be  increased  to  au¬ 
thorize  the  contractor  to  conclude 
settlements  under  a  particular  prime 
contract  when  the  amount  of  settlement 
is  more  than  $10,000  but  not  more  than 
$25,000.  Such  authorization  in  excess 
of  $10,000  may  be  limited  to  specific 
subcontracts  or  classes  of  subcontracts. 

§  1—8.208—5  Recognition  of  judgments 
and  arbitration  awards. 

(a)  In  the  event  a  subcontractor  ob¬ 
tains  a  final  judgment  against  a  prime 
contractor,  the  contracting  officer  shall, 
for  the  purposes  of  settling  the  prime 
contract,  treat  the  amount  of  the  judg¬ 
ment  as  a  cost  of  settling  with  the  sub¬ 
contractor,  to  the  extent  such  judgment 
is  properly  allocable  to  the  terminated 
portion  of  the  prime  contract,  if: 

(1)  The  prime  contractor  has  made 
reasonable  efforts  to  include  in  his  sub¬ 
contract  the  termination  clause  in 
§  1-8.706  or  a  similar  clause  excluding 


payment  of  anticipatory  profits  or  con¬ 
sequential  damages; 

(2)  The  provisions  of  the  subcon¬ 
tract  relating  to  the  rights  of  the  parties 
upon  its  termination,  in  whole  or  in 
part,  are  fair  and  reasonable  and  do  not 
unreasonably  increase  the  common  law 
rights  of  the  subcontractor; 

(3)  The  contractor  has  made  rea¬ 
sonable  efforts  to  settle  the  claim  of  the 
subcontractor; 

(4)  The  contractor  has  given 
prompt  notice  to  the  contracting  officer 
of  the  initiation  of  the  proceedings  in 
which  the  judgment  was  rendered  and 
has  not  refused  to  give  the  Government 
control  of  the  defense  of  the  proceed¬ 
ings  ;  and 

(5)  The  contractor  has  diligently 
defended  the  suit  or,  if  the  Government 
has  assumed  control  of  the  defense  of 
the  proceedings,  has  rendered  such  rea¬ 
sonable  assistance  as  has  been  requested 
by  the  Government. 

(b)  If  the  conditions  stated  in  (1) 
through  (5)  of  §  l-8.208-5(a)  are  not 
all  met,  the  contracting  officer  may  allow 
the  contractor  such  part  of  the  judgment 
as  he  considers  a  fair  amount  for  set¬ 
tling  the  termination  claim  under  the 
subcontract,  giving  due  regard  to  the 
policies  set  forth  in  this  Part  1-8  for 
settlement  of  such  claims. 

(c)  Where  a  contractor  and  his  sub¬ 
contractor  submit  a  subcontractor  termi¬ 
nation  claim  to  arbitration  under  any 
applicable  law  or  contract  provision,  the 
contracting  officer  shall  recognize  the 
amount  of  the  arbitration  award  as  the 
cost  of  settling  the  claim  of  the  subcon¬ 
tractor  to  the  same  extent  and  under  the 
same  conditions  as  specified  in  (a)  and 
(b)  of  this  §  1-8.208-5. 

§  1—8.208—6  Delay  in  settlement  of  sub¬ 
contractor  claims. 

Where  a  prime  contractor  is  unable 
to  settle  with  a  subcontractor  and  such 
inability  is  delaying  the  settlement  of 
the  prime  contract,  the  contracting  offi¬ 
cer  may  settle  with  the  prime  contractor, 
excepting  from  the  settlement  the  whole 
or  any  part  of  the  claim  of  such  subcon¬ 
tractor  and  reserving  the  rights  of  the 
Government  and  of  the  prime  contractor 
with  respect  thereto. 

§  1—8.208—7  Government  assistance  in 
settlement  of  subcontracts. 

In  unusual  cases  the  contracting  officer 
may  determine  that  it  is  in  the  best  in¬ 
terest  of  the  Government  to  offer  assist¬ 
ance  to  the  prime  contractor  in  the 
settlement  of  a  particular  subcontract. 
Such  a  situation  may  exist  when  the 
prime  contractor  has  made  all  reason¬ 
able  efforts  to  negotiate  the  settlement 
without  success  and  the  contracting  offi¬ 
cer  believes  that  with  the  assistance  of 
the  Government  a  settlement  can  be 
reached.  Such  assistance  shall  be  fur¬ 
nished  only  with  the  consent  of  the 
prime  contractor.  In  such  cases,  the 
Government  may  concurrently  approve 
an  agreement  entered  into  by  the  prime 
contractor  and  a  subcontractor  covering 
the  settlement  of  one  or  more  subcon¬ 
tracts.  In  any  such  case,  payment  to 
the  subcontractor  shall  be  effected 
through  the  prime  contractor  as  part  of 
the  overall  settlement  with  the  latter. 
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§  1-8.208-8  Assignment  of  rights  under 
subcontracts. 

(a)  The  termination  for  convenience 
clauses  set  forth  in  Subpart  1-8.7,  except 
the  short-form  clauses,  obligate  the 
prime  contractor  to  assign  to  the  Gov¬ 
ernment,  in  the  manner,  at  the  times, 
and  to  the  extent  directed  by  the  con¬ 
tracting  officer,  all  his  right,  title,  and 
interest  under  any  subcontracts  termi¬ 
nated  by  reason  of  termination  of  the 
prime  contract.  The  contracting  officer 
shall  not  require  such  assignment  unless 
he  determines  that  it  is  in  the  best  in¬ 
terest  of  the  Government. 

(b)  In  giving  the  Government  the 
right  to  require  the  assignment  of  the 
prime  contractor’s  interest  in  terminated 
subcontracts,  the  termination  for  con¬ 
venience  clauses  set  forth  in  Subpart 
1-8.7  (except  the  short-form  clauses) 
also  provide  that  the  Government  shall 
have  the  right,  in  its  discretion,  to  settle 
and  pay  any  or  all  claims  arising  out  of 
the  termination  of  such  subcontracts. 
This  right  does  not  obligate  the  Govern¬ 
ment  to  settle  and  pay  termination 
claims  of  subcontractors.  As  a  general 
rule,  the  prime  contractor  is  obligated  to 
settle  and  pay  such  claims.  Where, 
however,  the  contracting  officer  deter¬ 
mines  that  it  is  in  the  best  interest  of 
the  Government  to  settle  and  pay  direct 
a  subcontractor’s  termination  claim,  he 
shall  first  obtain  approval  in  accordance 
with  agency  procedures.  An  example  of 
a  situation  in  which  the  best  interest  of 
the  Government  would  be  served  by 
effecting  a  direct  settlement  would  be 
where  a  subcontractor  is  the  sole  source 
for  a  product  and  it  appears  that  a  delay 
by  the  prime  contractor  in  settlement  or 
payment  of  the  subcontractor’s  claim 
would  jeopardize  the  financial  position  of 
the  subcontractor.  Direct  settlements 
with  subcontractors  are  not  encouraged. 

§  1—8.209  Settlement  agreements. 

§  1-8.209-1  General. 

When  a  settlement  has  been  negotiated 
with  respect  to  the  terminated  portion 
of  a  contract  and  all  required  reviews 
have  been  obtained,  the  contractor  and 
the  contracting  officer  shall  enter  into  a 
settlement  agreement,  substantially  in 
the  appropriate  format  set  forth  in 
§  1-8.806.  The  settlement  shall  cover 
(a)  any  setoffs  and  counterclaims  which 
the  Government  may  have  against  the 
contractor  and  which  may  be  applied 
against  the  terminated  contract,  and  (b) 
all  claims  of  subcontractors  except 
claims  which  are  specifically  excepted 
from  the  agreement  and  reserved  for 
separate  settlement. 

§  1—8.209—2  Excepted  items. 

Where  any  rights  or  claims  of  the  Gov¬ 
ernment  or  of  the  contractor  are  to  be 
excepted  from  the  settlement,  the  set¬ 
tlement  agreement  shall  specify  the  na¬ 
ture  and  extent  of  the  excepted  items. 
However,  care  shall  be  taken  so  that 
the  wording  of  the  exception  does  not 
create  any  new  rights  in  the  parties  be¬ 
yond  those  in  existence  prior  to  the  ex¬ 
ecution  of  the  settlement  agreement. 
The  separate  settlement  of  excepted 
items  shall  be  in  accordance  with  the 


provisions  of  this  Part  1-8  and  shall  be 
set  forth  in  settlement  agreements. 

§  1—8.209—3  Government  property. 

Before  any  settlement  agreement  is 
executed,  the  contracting  officer  shall 
determine  the  accuracy  of  the  Govern¬ 
ment  property  account,  if  any,  for  the 
terminated  contract.  If  the  audit  dis¬ 
closes  property  for  which  the  contractor 
cannot  account,  the  settlement  agree¬ 
ment  shall  reserve  the  rights  of  the  Gov¬ 
ernment  with  respect  to  such  property 
or  make  an  appropriate  deduction  from 
the  amount  otherwise  due  the  contractor. 

§  1—8.209—4  No-cost  settlement. 

(a)  If  no  costs  have  been  incurred  by 
the  contractor  with  respect  to  the  ter¬ 
minated  portion  of  the  contract  or  if 
the  contractor  is  willing  to  waive  the 
costs  incurred  by  him  and  if  no  amounts 
are  due  to  the  Government  under  the 
contract,  a  no-cost  settlement  agreement 
shall  be  executed  substantially  in  the 
format  set  forth  in  §  1-8.806-6  or 
§  1-8.806-7,  as  applicable. 

(b)  Under  a  terminated  cost-reim¬ 
bursement  type  contract,  the  settlement 
agreement  shall  cover  only  the  fee,  if 
any,  where  the  contractor  has  invoiced 
or  vouchered  out  all  costs  within  the 
period  during  which  he  may  submit  in¬ 
voices  or  vouchers  (see  §§  l-8.402(a)  and 
1-8.405-1). 

§  1-8.209-5  Partial  settlements. 

Every  effort  should  be  made  by  the 
contracting  officer  to  settle  in  one  agree¬ 
ment  all  rights  and  liabilities  of  the 
parties  under  the  contract  except  those 
arising  from  any  continued  portion  of 
the  contract.  Generally,  contracting  of¬ 
ficers  shall  not  attempt  to  make  partial 
settlements  covering  particular  items  of 
the  prime  contractor’s  settlement  pro¬ 
posal.  However,  when  a  contracting  of¬ 
ficer  cannot  promptly  effect  a  complete 
settlement  under  the  terminated  con¬ 
tract,  a  partial  settlement  may  be  en¬ 
tered  into  if  (a)  the  issues  on  which 
agreement  has  been  reached  are  clearly 
severable  from  other  issues,  and  (b)  the 
partial  settlement  would  not  prejudice 
the  interests  of  the  Government  or  the 
contractor  in  disposing  of  the  unsettled 
part  of  the  claim. 

§  1-8.209-6  Joint  settlement  of  two  or 
more  claims. 

(a)  With  the  consent  of  the  contrac¬ 
tor,  a  single  settlement  agreement  may 
be  negotiated  to  cover  the  termination 
claims  under  two  or  more  contracts,  even 
though  the  contracts  being  terminated 
are  with  different  bureaus  or  divisions 
within  the  contracting  agency  or  with 
different  contracting  agencies. 

(b)  Such  joint  settlements  shall  be  in 
accordance  with  arrangements  made  be¬ 
tween  the  contracting  offices. 

(c)  Each  such  joint  settlement  agree¬ 
ment  shall  (1)  clearly  identify  the  con¬ 
tracts  involved;  (2)  apportion  the  total 
amount  of  the  settlement  among  the 
several  contracts  on  some  reasonable 
basis;  (3)  have  attached  or  incorporated 
therein  a  schedule  showing  the  appor¬ 
tionment;  and  (4)  be  distributed  and 
attached  to  each  contract  involved  in 


the  same  manner  as  other  contract 
amendments. 

§  1—8.209—7  Settlement  by  determina¬ 
tion. 

(a)  General.  To  the  extent  that  the 
contractor  and  contracting  officer  are 
unable  to  agree  upon  the  settlement  of 
a  terminated  contract  or  if  a  termination 
claim  is  not  submitted  within  the  period 
required  by  the  termination  clause  in 
the  contract,  the  contracting  officer  shall 
issue  a  determination  of  the  amount  due 
in  accordance  with  the  termination 
clause  in  the  contract,  including  any 
cost  principles  incorporated  therein  by 
reference.  The  contracting  officer  shall 
comply  with  the  applicable  provisions 
of  §§  1-8.209-1  through  1-8.209-6  in 
making  any  such  determination. 

(b)  Notice  to  contractor.  Before  is¬ 
suing  a  determination  of  the  amount 
due  the  contractor,  the  contracting  offi¬ 
cer  shall  give  the  contractor  not  less 
than  15  days’  notice  by  certified  mail 
(return  receipt  requested)  to  submit, 
on  or  before  a  stated  date,  written  evi¬ 
dence  substantiating  the  amount  claimed 
to  be  due. 

(c)  Submission  of  evidence. 

(1)  The  contractor  has  the  burden 
of  establishing,  by  proof  satisfactory  to 
the  contracting  officer,  the  amount 
claimed. 

(2)  The  contractor  may  submit  such 
vouchers,  verified  transcripts  of  books  of 
account,  affidavits,  audit  reports,  and 
other  documents,  as  he  wishes.  The 
contracting  officer  may  request  the  con¬ 
tractor  to  submit  such  additional  docu¬ 
ments  and  data,  and  may  cause  such 
accounting,  investigations,  and  audits  to 
be  made,  as  he  deems  appropriate. 

(3)  The  contracting  officer  may  ac¬ 
cept  photostatic  or  other  copies  of  docu¬ 
ments  and  records,  without  requiring 
original  documents  unless  there  is  a 
question  of  authenticity. 

(4)  If  the  contractor  wishes  to  con¬ 
fer  with  the  contracting  officer,  or  if  the 
contracting  officer  wishes  additional  in¬ 
formation  from  Government  personnel 
or  from  independent  experts,  or  wishes  to 
consult  persons  whose  affidavits  or  re¬ 
ports  have  been  submitted,  the  contract¬ 
ing  officer  may,  in  his  discretion,  hold 
such  conferences  as  he  deems  appro¬ 
priate. 

(d)  Determinations.  After  reviewing 
the  information  submitted  or  otherwise 
available  to  him,  the  contracting  officer 
shall  determine  the  amount  due  and 
shall  transmit  a  copy  of  his  determina¬ 
tion  to  the  contractor  by  certified  mail 
(return  receipt  requested).  The  letter 
of  transmittal  shall  advise  the  contrac¬ 
tor  that  the  determination  is  his  final 
decision.  In  addition,  the  letter  shall 
state  whether  or  not  an  appeal  may  be 
taken  under  the  Disputes  clause  (see  (f) 
of  this  §  1-8.209-7).  The  determination 
shall  set  forth  the  amount  due  the  con¬ 
tractor  and  shall  be  supported  by  de¬ 
tailed  schedules,  additional  information, 
and  analyses,  as  appropriate.  An  ade¬ 
quate  explanation  shall  be  given  for  each 
major  item  of  disallowance.  The  con¬ 
tracting  officer  need  not  reconsider  (1) 
any  settlement  with  a  subcontractor,  (2) 
any  disposition  of  property,  or  (3)  any 
other  action  relating  to  the  terminated 
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portion  of  the  contract,  where  such  set¬ 
tlement,  disposition,  or  other  action  has 
been  previously  ratified  or  approved  by 
him  or  another  duly  authorized  contract¬ 
ing  officer. 

(e)  Preservation  of  evidence.  The 
contracting  officer  shall  retain  in  appro¬ 
priate  files  of  the  contracting  agency  all 
written  evidence  and  other  data  or  copies 
thereof,  relied  upon  by  him  in  making 
his  determination,  except  that  copies  of 
original  books  of  account  need  not  be 
made.  Books  of  account,  together  with 
other  original  papers  and  documents, 
shall  be  returned  to  the  contractor  with¬ 
in  a  reasonable  time. 

(f)  Appeals.  The  contractor  has  a 
right  of  appeal,  under  the  Disputes 
clause  of  the  contract,  from  any  settle¬ 
ment  by  determination,  except  that  the 
contractor  has  no  such  right  of  appeal 
where  he  has  failed  to  submit  his  settle¬ 
ment  proposal  within  the  time  provided 
in  the  contract  and  has  failed  to  request 
extension  of  such  time.  The  pendency 
of  an  appeal  shall  not  affect  the  author¬ 
ity  of  the  contracting  officer  to  settle 
the  termination  claim  or  any  part  there¬ 
of  by  a  negotiated  agreement  with  the 
contractor  at  any  time  before  the  appeal 
is  decided. 

§  1-8.210  Contracting  officer’s  negotia¬ 
tion  memorandum. 

The  contracting  officer  shall,  at  the 
conclusion  of  the  settlement  negotia¬ 
tions,  prepare  and  sign  a  memorandum 
setting  forth  the  principal  elements  of 
the  settlement  for  inclusion  in  the  con¬ 
tract  file  and  for  the  use  of  reviewing 
authorities,  if  any.  If  the  settlement 
was  negotiated  on  the  basis  of  individ¬ 
ual  items,  the  contracting  officer  shall 
specify  the  factors  considered  with  re¬ 
spect  to  each  item.  If  the  settlement 
was  negotiated  on  an  overall  lump-sum 
basis,  the  contracting  officer  need  not 
evaluate  each  item  or  group  of  items 
individually,  but  the  total  amount  of  the 
recommended  settlement  shall  be  sup¬ 
ported  in  reasonable  detail.  The  memo¬ 
randum  shall  include  explanations  of 
matters  as  to  which  differences  and 
doubtful  questions  were  settled  by  agree¬ 
ment,  and  the  factors  taken  into  con¬ 
sideration  in  connection  therewith,  and 
any  ether  matters  which,  in  the  opinion 
of  the  contracting  officer,  will  assist  re¬ 
viewing  authorities,  if  any,  in  under¬ 
standing  the  basis  for  the  settlement. 

§  1—8.211  Review  and  approval  of  pro¬ 
posed  settlements. 

§  1—8.211—1  Settlement  review  boards. 

Each  agency  shall  provide  for  the  re¬ 
view  of  proposed  settlements  as  required 
in  §  1-8.211-2  (a)  and  (b).  The  review 
shall  be  by  a  settlement  review  board 
(or  other  group  created  for  that  pur¬ 
pose)  established  on  a  permanent  or 
temporary  basis.  More  than  one  such 
board  may  be  established  if  settlements 
are  to  be  made  at  different  locations,  if 
personnel  with  different  qualifications 
are  needed  for  different  contracts,  or  if 
for  other  reasons  the  establishment  of 
more  than  one  board  is  considered  de¬ 
sirable.  Each  settlement  review  board 
should  be  composed  of  at  least  three 
qualified  and  disinterested  employees. 


The  membership  of  each  board  should 
include  at  least  one  lawyer  and  one  ac¬ 
countant. 

§  1-8.211—2  Required  review  and  ap¬ 
proval. 

(a)  When  required.  Prior  to  execut¬ 
ing  a  settlement  agreement,  or  issuing  a 
determination  of  the  amount  due  under 
the  termination  clause  of  a  contract,  or 
approving  or  ratifying  a  subcontract  set¬ 
tlement,  the  contracting  officer  shall 
submit  each  such  settlement  or  determi¬ 
nation  for  review  and  approval  by  a 
settlement  review  board  if: 

(1)  The  amount  of  settlement  (see 
§  1-8.101  (a) ),  by  agreement  or  determi¬ 
nation,  involves  $50,000  or  more; 

(2)  The  settlement  or  determina¬ 
tion  is  limited  to  adjustment  of  the  fee 
of  a  cost-reimbursement  contract  or  sub¬ 
contract  and  (i)  in  the  case  of  a  complete 
termination,  the  fee,  as  adjusted,  is 
$50,000  or  more;  or  (ii)  in  the  case  of 
a  partial  termination,  the  fee,  as  ad¬ 
justed,  with  respect  to  the  terminated 
portion  of  the  contract  or  subcontract  is 
$50,000  or  more; 

(3)  The  head  of  the  procuring  ac¬ 
tivity  concerned  determines  that  a  review 
of  a  specific  case  or  class  of  cases  is  de¬ 
sirable;  or 

(4)  The  contracting  officer,  in  his 
discretion,  desires  review  by  the  settle¬ 
ment  review  board. 

(b)  Level  of  review.  When  the  amount 
of  settlement  (see  §  l-8.101(a) ) ,  by 
agreement  or  determination,  is  in  excess 
of  $1,000,000,  the  review  and  approval 
of  the  settlement  shall  be  by  a  board  at 
or  above  the  level  of  the  head  of  the  pro¬ 
curing  activity. 

(c)  Submission  of  information.  The 
contracting  officer  shall,  in  accordance 
with  agency  procedures,  submit  to  the 
settlement  review  board  a  statement  of 
the  proposed  settlement  agreement  or 
determination,  supported  by  such  de¬ 
tailed  information  as  is  required  for  an 
adequate  review.  This  information 
should  normally  include  copies  of  (1) 
the  contractor’s  or  subcontractor’s  set¬ 
tlement  proposal,  (2)  the  audit  report, 
(3)  the  property  disposal  report  and  any 
required  approvals  in  connection  there¬ 
with,  and  (4)  the  contracting  officer’s 
memorandum  explaining  the  settlement 
(see  §  1-8.210) .  The  board  may,  in  its 
discretion,  require  the  submission  of  ad¬ 
ditional  information. 

§  1-8.211—3  Scope  of  review. 

The  function  of  a  settlement  review 
board  is  to  determine  the  overall  reason¬ 
ableness  of  the  proposed  settlement 
agreement  or  determination  from  the 
standpoint  of  protecting  the  Govern¬ 
ment’s  interest.  The  board  may  vary 
the  scope  and  intensity  of  the  review  ac¬ 
cording  to  the  size  and  complexity  of  the 
proposed  settlement  agreement  or  deter¬ 
mination  and  any  other  relevant  factors. 
It  is  not  intended  that  the  board  ex 
amine  in4detail  every  element  entering 
into  the  proposed  settlement  agreement 
or  determination,  but  the  board  may  in¬ 
quire  into  selected  elements  of  the  pro¬ 
posed  settlement  agreement  or  deter¬ 
mination  to  assure  that  it  has  been 
developed  competently  and  is  based  on 
adequate  information. 


§  1-8.211—4  Action  by  board. 

The  settlement  review  board  shall  give 
written  notification  to  the  contracting 
officer  of  its  approval,  disapproval,  or 
other  decision  with  respect  to  the  pro¬ 
posed  settlement  agreement  or  deter¬ 
mination.  The  notification  may  include 
an  opinion  with  respect  to  the  decision 
and  any  other  matter  considered  in  con¬ 
nection  therewith.  Failure  of  the  board 
to  furnish  a  decision  as  to  any  proposed 
settlement  agreement  or  determination 
within  30  days  after  submission  to  the 
board  of  all  information  required  pur¬ 
suant  to  §  1-8.21 1-2  (c)  shall  operate  as 
an  approval  by  the  board. 

§  1—8.212  Payment. 

§  1—8.212—1  Partial  payments  upon  ter¬ 
mination. 

(a)  General.  If  the  contract  author¬ 
izes  partial  payments  on  termination 
claims  prior  to  settlement,  a  fixed-price 
prime  contractor,  or  a  cost-reimburse¬ 
ment  prime  contractor  whose  settlement 
proposal  includes  costs,  may  request  such 
partial  payments  at  any  time  after  sub¬ 
mission  of  interim  or  final  settlement 
proposals.  A  suggested  format  of  a  form 
to  be  used  in  applying  for  partial  pay¬ 
ment  is  set  forth  in  §  1-8.804-2.  Appli¬ 
cations  for  partial  payments  shall  be 
processed  promptly.  Partial  payments 
to  a  subcontractor  shall  be  made  only 
through  the  prime  contractor.  No  par¬ 
tial  payment  shall  be  made  on  ac¬ 
count  of  profit  or  fee  which  may  be 
claimed  with  respect  to  the  terminated 
portion  of  the  contract.  In  exercising 
his  discretion  as  to  the  extent  which  par¬ 
tial  payments  shall  be  made,  the  con¬ 
tracting  officer  shall  consider  the  dili¬ 
gence  of  the  contractor  in  settling  with 
his  subcontractors  and  in  preparing  his 
own  claim. 

(b)  Amount  of  partial  payment.  Be¬ 
fore  approving  any  partial  payment  re¬ 
quested  by  the  contractor,  the  contract¬ 
ing  officer  shall  have  made  such 
accounting,  engineering,  or  other  spe¬ 
cialized  reviews  as  he  deems  proper  of 
the  data  required  in  this  Part  1-8  to  be 
submitted  in  support  of  the  contractor’s 
settlement  proposals.  If  such  reviews 
and  the  contracting  officer’s  examination 
of  the  data  indicate  that  the  requested 
partial  payment  is  proper,  the  contract¬ 
ing  officer  may,  in  his  discretion,  author¬ 
ize  payments  as  follows : 

(1)  An  amount  up  to  100  percent 
of  the  contract  price,  adjusted  in  ac¬ 
cordance  with  §  1-8.306,  for  undelivered 
acceptable  items  completed  prior  to  the 
termination  date,  or  completed  there¬ 
after  with  the  approval  of  the  contract¬ 
ing  officer,  which  are  included  in  the 
contractor’s  settlement  proposals  pursu¬ 
ant  to  §  1-8.306; 

(2)  An  amount  up  to  100  percent  of 
the  amount  of  any  subcontract  settle¬ 
ment  effected  and  paid  by  the  prime  con¬ 
tractor,  if  the  settlement  has  been  ap¬ 
proved  or  ratified  by  the  contracting 
officer  pursuant  to  §  1-8.208-3 (c)  or  has 
been  authorized  pursuant  to  §  1-8.208-4; 

(3)  An  amount  up  to  90  percent  of 
the  direct  cost  of  termination  inventory, 
including  costs  of  raw  materials,  pur¬ 
chased  parts,  supplies,  and  direct  labor; 
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(4)  A  reasonable  amount,  not  to  ex-  specific  amount  shall  be  made  on  the  Fair  compensation  is  a  matter  of  judg- 
ceed  90  percent,  of  other  allowable  costs  basis  of  vouchers  or  invoices  certified  by  ment  and  cannot  be  measured  exactly. 


(including  manufacturing  and  adminis¬ 
trative  overhead)  allocable  to  the  termi¬ 
nated  portion  of  the  contract  and  not 
included  in  (1),  (2),  or  (3)  of  this 
§  1-8.212-1  (b) ;  and 

(5)  An  amount  up  to  100  percent  of 
partial  payments  made  to  subcontractors 
in  conformity  with  this  §  1-8.212-1  (b). 

(c)  Recognition  of  assignments. 
Where  an  assignment  of  claims  has  been 
made  under  the  contract,  partial  pay¬ 
ments  shall  not  be  made  to  other  than 
the  assignee  unless  the  parties  to  the  as¬ 
signment  consent  in  writing  to  the 
payments. 

(d)  Security  for  partial  payments.  To 
the  extent  that  any  partial  payment  is 
made  with  respect  to  completed  end 
items  or  for  direct  or  indirect  costs  of 
termination  inventory,  the  interests  of 
the  Government  shall  be  protected  by 
transfer  of  title  to  the  Government  of 
the  completed  end  items  or  termination 
inventory  concerned,  or  by  the  creation 
of  a  lien  in  favor  of  the  Government, 
paramount  to  all  other  liens,  on  such 
completed  end  items  or  termination  in¬ 
ventory,  or  by  other  means  authorized 
by  agency  procedures. 

(e)  Deductions  in  computing  amount 
of  partial  payments.  There  shall  be  de¬ 
ducted  from  the  gross  amount  of  any 
partial  payment  otherwise  payable  under 
§  1-8.212-1  (b) : 

(1)  All  unliquidated  balances  of 
progress  payments  and  advance  pay¬ 
ments  (including  interest  thereon) 
theretofore  made  to  the  contractor  and 
which  are  allocable  to  the  terminated 
portion  of  the  contract;  and 

(2)  The  amounts  of  all  credits  aris¬ 
ing  from  the  purchase,  retention,  or  sale 
of  property  the  costs  of  which  are  in¬ 
cluded  in  the  application  for  partial 
payment. 

(f)  Limitation  on  total  amount:  ef- 
feet  of  overpayment.  The  total  amount 
of  all  partial  payments  shall  not  exceed 
the  amount  which  will,  in  the  opinion  of 
the  contracting  officer,  become  due  to  the 
contractor  by  reason  of  the  termination. 
If  the  total  of  partial  payments  made  to 
the  contractor  should  exceed  the  amount 
finally  determined  to  be  due  the  con¬ 
tractor  on  his  termination  claim,  the 
overpayment  shall  be  repayable  to  the 
Government  on  demand,  together  with 
interest  computed  at  the  rate  of  6  per¬ 
cent  per  annum  from  the  date  such  over¬ 
payment  was  received  by  the  contractor 
to  the  date  of  repayment.  However,  no 
interest  shall  be  charged  for  any  such 
overpayment  attributable  to  a  reduction 
in  the  contract  termination  claim  by  rea¬ 
son  of  retention  or  other  disposition  of 
termination  inventory,  until  10  days 
after  the  date  of  such  retention  or  dis¬ 
position,  or  such  later  date  as  is  set  by 
the  contracting  officer  because  of  the 
circumstances;  and  no  interest  shall  be 
charged  for  overpayment  under  cost- 
reimbursement  research  and  develop¬ 
ment  contracts  (without  profit  or  fee  to 
the  contractor)  if  the  overpayments  are 
repaid  to  the  Government  within  30  days 
after  demand. 

(g)  Certification  and  approval  of  par¬ 
tial  payments.  Partial  payments  in  a 


the  contractor.  The  certification  shall 
include,  in  addition  to  any  other  provi¬ 
sions  ordinarily  required  to  be  included 
in  such  certificate,  the  following; 

The  payment  covered  by  this  voucher  Is 
a  partial  payment  on  account  of  the  Con¬ 
tractor’s  termination  claim  under  contract 
No. _ 

The  invoice  or  voucher,  if  proper,  shall 
be  approved  by  the  contracting  officer 
by  noting  thereon  the  following: 

Payment  In  the  amount  of  $ - ap¬ 

proved. 

§  1—8.212—2  Final  payment  upon  termi¬ 
nation. 

(a)  Negotiated  settlement.  At  the 
time  of  execution  of  a  settlement  agree¬ 
ment,  a  voucher  or  invoice  showing  the 
amount  agreed  upon,  less  any  portion 
previously  paid,  shall  be  prepared  and 
processed  for  payment.  A  copy  of  the 
settlement  agreement  shall  be  attached 
to  the  voucher  or  invoice. 

(b)  Settlement  by  determination.  In 
the  event  of  a  settlement  by  determina¬ 
tion: 

(1)  If  the  contractor  has  not  ap¬ 
pealed  the  determination  within  the 
time  allowed  for  appeal,  a  voucher  or 
invoice  showing  the  amount  so  deter¬ 
mined  to  be  due,  less  any  portion  pre¬ 
viously  paid,  shall  be  prepared  and 
processed  for  payment;  or 

(2)  If  the  contractor  has  appealed 
the  determination,  a  voucher  or  invoice 
showing  the  amount  finally  determined 
on  such  appeal  to  be  due,  less  any  por¬ 
tion  previously  paid,  shall  be  prepared 
and  processed  for  payment.  Pending  de¬ 
termination  of  any  appeal,  an  invoice  or 
voucher  pursuant  to  (1)  of  this  §  1-8.212- 
2(b)  may  be  processed  for  payment, 
without  prejudice  to  the  rights  of  either 
party  on  the  appeal. 

(c)  Interest.  No  interest  shall  be  paid 
by  the  Government  on  the  amount  due 
under  a  settlement  agreement  or  a  set¬ 
tlement  by  determination. 

§  1-8.213  Cost  principles  applicable  to 
the  settlement  of  research  and  de¬ 
velopment  contracts  with  educational 
institutions. 

Subject  to  the  general  policies  set  forth 
in  §  1-8.301,  the  cost  principles  and  pro¬ 
cedures  set  forth  in  Subpart  1-15.3  shall 
be  used,  in  accordance  with  §  1-15.103 
and  Subpart  1-15.6,  as  a  guide  for  the 
negotiation  of  settlements  under  fixed- 
price  or  cost-reimbursement  type  con¬ 
tracts  for  experimental,  developmental, 
or  research  work  with  educational  in¬ 
stitutions. 

Subpart  1—8.3 — Additional  Principles 
Applicable  to  the  Settlement  of 
Fixed-Price  Type  Contracts  Termi¬ 
nated  for  Convenience 

§  1—8.301  General. 

(a)  A  settlement  should  compensate 
the  contractor  fairly  for  the  work  done 
and  the  preparations  made  for  the  termi¬ 
nated  portions  of  the  contract,  including 
an  allowance  for  profit  thereon  which  is 
reasonable  under  the  circumstances. 


In  a  given  case,  various  methods  may  be 
equally  appropriate  for  arriving  at  fair 
compensation.  The  application  of  stand¬ 
ards  of  business  judgment,  as  distin¬ 
guished  from  strict  accounting  prin¬ 
ciples,  is  the  heart  of  a  settlement. 

(b)  The  primary  objective  is  to  nego¬ 
tiate  a  settlement  by  agreement.  The 
parties  may  agree  upon  a  total  amount  to 
be  paid  the  contractor  without  agreeing 
on  or  segregating  the  particular  ele¬ 
ments  of  costs  or  profit  comprising  this 
amount. 

(c)  Cost  and  accounting  data  may 
provide  guides,  but  are  not  rigid  meas¬ 
ures,  for  ascertaining  fair  compensation. 
In  appropriate  cases,  costs  may  be  esti¬ 
mated,  differences  compromised,  and 
doubtful  questions  settled  by  agreement. 
Other  types  of  data,  criteria,  or  standards 
may  furnish  equally  reliable  guides  to 
fair  compensation.  The  amount  of  rec¬ 
ordkeeping,  reporting,  and  accounting, 
in  connection  with  the  settlement  of 
termination  claims,  shall  be  kept  to  the 
minimum  compatible  with  the  reasonable 
protection  of  the  public  interest. 

§  1—8.302  Cost  principles. 

The  principles  set  forth  in  the  appli¬ 
cable  subpart  of  Part  1-15,  or  in  the  cor¬ 
responding  agency  regulations,  shall  be 
used  as  a  guide  for  the  evaluation  of  cost 
information  in  the  negotiation  of  a  ter¬ 
mination  settlement. 

§  1—8.303  Allowance  for  profit. 

(a)  General.  Profit  shall  be  allowed 
only  on  preparations  made  and  work 
done  by  the  contractor  for  the  termin¬ 
ated  portion  of  the  contract  but  may  not 
be  allowed  on  the  contractor’s  settlement 
expenses.  Anticipatory  profits  and  con¬ 
sequential  damages  shall  not  be  allowed 
(but  see  §  1-8.208-5) .  Any  reasonable 
method  may  be  used  to  arrive  at  a  fair 
profit,  separately  or  as  a  part  of  the 
whole  settlement. 

(b)  Factors  to  be  considered.  In  the 
negotiation  of  profit,  factors  to  be  con¬ 
sidered  include: 

(1)  Extent  and  difficulty  of  the 
work  done  by  the  contractor  as  com¬ 
pared  with  the  total  work  required  by  the 
contract;  (however,  engineering  esti¬ 
mates  of  the  percentage  of  completion 
ordinarily  should  not  be  required  but,  if 
available,  should  be  considered) ; 

(2)  Engineering  work,  production 
scheduling,  planning,  technical  study 
and  supervision,  and  other  necessary 
services ; 

(3)  Efficiency  of  the  contractor,  with 
particular  regard  to  (i)  attainment  of 
quantity  and  quality  production,  (ii)  re¬ 
duction  of  costs,  and  (iii)  economy  in 
the  use  of  materials,  facilities,  and  man¬ 
power; 

(4)  Amount  and  source  of  capital 
employed,  and  extent  of  risk  assumed; 

(5)  Inventive  and  developmental 
contributions,  and  cooperation  with  the 
Government  and  other  contractors  in 
supplying  technical  assistance; 

(6)  Character  of  the  business,  in¬ 
cluding  the  source  and  nature  of  ma¬ 
terials  and  the  complexity  of  manufac¬ 
turing  techniques; 
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(7)  The  rate  of  profit  which  the 
contractor  would  have  earned  had  the 
contract  been  completed; 

(8)  Character,  extent,  and  difficulty 
of  subcontracting,  including  selection, 
placement,  and  management  of  subcon¬ 
tracts,  settlement  of  terminated  subcon¬ 
tracts,  and  engineering,  technical  assist¬ 
ance,  and  other  services  rendered,  but 
the  profit  shall  not  be  measured  by  the 
amount  of  the  contractor’s  payments  to 
subcontractors  for  settlement  of  their 
termination  claims;  and 

(9)  The  rate  of  profit  both  parties 
contemplated  at  the  time  the  contract 
was  negotiated. 

(c)  Profit  in  settlements  by  determi¬ 
nation.  The  formula  for  determining 
profit,  set  forth  in  paragraph  (e)  (2)  (iii) 
of  the  termination  clause  for  fixed-price 
contracts  (§  1-8.701)  and  subparagraph 
(e)(1)  (iii)  of  the  clause  for  fixed -price 
construction  contracts  (§  1-8.703) ,  is  ap¬ 
plicable  only  to  a  settlement  by  determi¬ 
nation  (see  §  1-8.209-7)  and  shall  not 
be  used  in  establishing  the  profit  allowed 
in  a  settlement  by  negotiation. 

§  1-8.304  Adjustment  for  loss. 

(a)  In  the  negotiation  or  determina¬ 
tion  of  any  settlement,  no  profit  shall 
be  allowed  if  it  appears  that  the  con¬ 
tractor  would  have  incurred  a  loss  had 
the  entire  contract  been  completed.  The 
amount  of  loss  shall  be  negotiated  or  de¬ 
termined,  and  an  adjustment  in  the 
amount  of  settlement  shall  be  made  as 
specified  in  (b)  or  (c)  of  this  §  1-8.304. 
In  estimating  the  cost  to  complete,  con¬ 
sideration  shall  be  given  to  expected  pro¬ 
duction  efficiencies  and  to  other  factors 
affecting  the  cost  to  complete. 

(b)  If  the  settlement  is  on  an  inven¬ 
tory  basis  (see  §  1-8.307-2),  the  contrac¬ 
tor  shall  not  be  paid  more  than  the  total 
of  the  amounts  in  (1)  through  (3)  be¬ 
low,  less  all  disposal  credits  and  all  un¬ 
liquidated  advance  and  progress  pay¬ 
ments  previously  made  to  the  contractor 
under  the  contract: 

(1)  The  amount  negotiated  or  de¬ 
termined  for  settlement  expenses; 

(2)  The  contract  price,  as  adjusted, 
for  acceptable  completed  end  items  (see 
§  1-8.306) ;  and 

(3)  The  remainder  of  the  settlement 
amount  otherwise  agreed  or  determined 
(not  excluding  the  allocable  portion  of 
initial  costs  (see  §  1-15.205-42 (c) ),  re¬ 
duced  by  multiplying  that  remainder  by 
the  ratio  of  (i)  the  total  contract  price 
to  (ii)  the  total  cost  incurred  prior  to 
termination  plus  the  estimated  cost  to 
complete  the  entire  contract. 

(c)  If  the  settlement  is  on  a  total  cost 
basis  (see  §  1-8.307-2),  the  contractor 
shall  not  be  paid  more  than  the  total  of 
the  amounts  in  (1)  and  (2)  below,  less 
all  disposal  and  other  credits,  all  advance 
and  progress  payments,  and  all  other 
amounts  previously  paid  to  the  contrac¬ 
tor  under  the  contract: 

(1)  The  amount  negotiated  or  de¬ 
termined  for  settlement  expenses;  and 

(2)  The  remainder  of  the  total  set¬ 
tlement  amount  otherwise  agreed  or  de¬ 
termined,  reduced  by  multiplying  that 
remainder  by  the  ratio  of  (i)  the  total 
contract  price  to  (ii)  that  remainder 
plus  the  estimated  cost  to  complete  the 
entire  contract. 


§  1—8.305  Deductions. 

From  the  amount  payable  to  the  con¬ 
tractor  under  a  settlement,  there  shall 
be  deducted  (a)  the  agreed  price  for  any 
part  of  the  termination  inventory  pur¬ 
chased  or  retained  by  the  contractor, 
and  the  proceeds  of  sale  of  any  materials 
sold  by  him  which  have  not  otherwise 
been  paid  or  credited  to  the  Government ; 
(b)  the  fair  value,  as  deteimined  by  the 
contracting  officer,  of  any  part  of  the 
termination  inventory  which,  prior  to 
transfer  of  title  to  the  Government  or  to 
a  buyer  pursuant  to  Subpart  1-8.5,  is 
destroyed,  lost,  stolen,  or  so  damaged  as 
to  become  undeliverable,  except  for  nor¬ 
mal  spoilage  or  to  the  extent  the  Gov¬ 
ernment  has  expressly  assumed  the  risk 
of  loss;  and  (c)  such  other  amounts  as 
appropriate  in  the  particular  case. 

§  1—8.306  Completed  end  items. 

Promptly  after  the  effective  date  of 
termination,  the  contracting  officer  (a) 
shall  have  all  undelivered  completed  end 
items  (1)  inspected,  and  (2)  accepted  if 
they  comply  with  the  prime  contract 
requirements;  and  (b)  shall  determine 
which  accepted  end  items  shall  be  de¬ 
livered  under  the  contract.  The  con¬ 
tractor  shall  invoice  completed  end 
items  so  accepted  and  delivered  and  be 
paid  for  them  at  the  contract  price  in 
the  usual  manner.  He  shall  not  include 
such  end  items  in  his  termination  claim. 
Where  completed  end  items,  though  ac¬ 
cepted,  are  not  to  be  delivered  under  the 
contract,  the  contractor  shall  include 
such  end  items  in  his  settlement  pro¬ 
posal  at  the  contract  price,  appropriately 
adjusted  for  any  saving  of  freight  or 
other  charges,  together  with  any  credits 
for  their  purchase,  retention,  or  sale. 

§  1-8.307  Settlement  proposals. 

§  1—8.307—1  Submission  of  settlement 
proposals. 

(a)  Subject  to  the  provisions  of  the 
termination  clause  in  the  contract,  the 
contractor  shall  promptly  submit  to  the 
contracting  officer  a  settlement  proposal 
setting  forth  the  amount  claimed  to  be 
due  by  reason  of  the  termination.  The 
proposal  shall  be  submitted  within  one 
year  after  the  effective  date  of  the  ter¬ 
mination  or  within  one  or  more  exten¬ 
sions  thereof  granted  by  the  contracting 
officer. 

(b)  The  settlement  proposal  shall 
cover  all  elements  of  the  contractor’s 
claim,  including  settlements  with  sub¬ 
contractors.  With  the  consent  of  the 
contracting  officer,  proposals  may  be 
filed  in  successive  steps  covering  sepa¬ 
rate  portions  of  a  claim.  Such  interim 
proposals  shall  include  all  costs  of  a  par¬ 
ticular  type,  except  as  the  contracting 
officer  may  authorize  otherwise. 

(c)  A  settlement  proposal  shall  be  in 
the  form  established  by  the  procuring 
agency  (see  §  1-8.802  for  suggested  for¬ 
mats  of  forms) ,  but  shall  be  in  reason¬ 
able  defail  supported  by  adequate  ac¬ 
counting  data  and  shall  include  a 
certificate  substantially  as  contained  in 
the  appropriate  settlement  proposal  for¬ 
mat  set  forth  in  §  1-8.802.  A  suggested 
format  of  a  form  for  obtaining  account¬ 
ing  information  is  in  §  1-8.804-1.  Ac¬ 
tual,  standard  (appropriately  adjusted), 
or  average  costs,  may  be  used  in  pre¬ 


paring  settlement  proposals  if  such 
costs  are  determined  in  accordance  with 
generally  recognized  accounting  prin¬ 
ciples  consistently  followed  by  the  con¬ 
tractor.  Where  actual,  standard,  or 
average  costs  are  not  reasonably  avail¬ 
able,  estimated  costs  may  be  used  if  the 
method  of  arriving  at  the  estimates  is 
approved  by  the  contracting  officer.  A 
contractor  shall  not  be  required  to  main¬ 
tain  unduly  elaborate  cost  accounting 
systems  merely  because  his  contracts 
may  subsequently  be  terminated. 

(d)  If  the  total  amount  of  claim  is 
less  than  $2,500,  a  simplified  settlement 
proposal  form  (see  §  1-8.802-3)  may  be 
used.  Claims  which  would  normally  be 
included  in  a  single  settlement  proposal, 
such  as  those  based  on  a  series  of  sepa¬ 
rate  orders  for  the  same  item  under  one 
contract,  shall  be  consolidated  wherever 
possible  and  shall  not  be  divided  in  such 
a  way  as  to  bring  them  below  $2,500. 

§  1—8.307—2  liases  for  settlement  pro¬ 
posals. 

(a)  General.  The  preferred  account¬ 
ing  basis  for  preparing  the  settlement 
proposal  is  the  inventory  basis,  since 
the  contractor  must  compute  and  set 
forth  costs  applicable  to  that  portion  of 
the  contract  which  is  terminated.  How¬ 
ever,  if  costs  are  so  recorded  in  the  con¬ 
tractor’s  books  as  to  make  it  impossible 
to  separate  costs  between  completed 
units  and  work  in  process,  it  will  not  be 
possible  to  use  the  inventory  basis;  in 
which  case  the  contracting  officer  may 
approve  the  total  cost  basis,  which  is  a 
more  indirect  method  of  arriving  at  the 
contractor’s  costs  applicable  to  the 
terminated  portion  of  the  contract. 
Termination  claims  shall  not  be  sub¬ 
mitted  on  any  basis  other  than  the  in¬ 
ventory  and  total  cost  bases  without  the 
prior  approval  of  the  head  of  the  pro¬ 
curing  activity  or  his  duly  authorized 
representative. 

(b)  Inventory  basis. 

(1)  Under  the  inventory  basis  the 
contractor  shall  claim  only  costs  charge¬ 
able  or  allocable  to  that  portion  of  the 
contract  which  is  terminated,  and  the 
settlement  proposal  shall  itemize  sepa¬ 
rately  : 

(i)  At  purchase  or  manufacturing 
cost,  each  of  the  following — metals,  raw 
materials,  purchased  parts,  work  in 
process,  finished  parts,  components,  dies, 
jigs,  fixtures,  and  tooling; 

(ii)  Charges  such  as  engineering 
costs,  initial  costs,  and  general  and  ad¬ 
ministrative  costs; 

(iii)  Costs  of  settlements  with 
subcontractors; 

(iv)  Settlement  expenses;  and  . 

(v)  Other  proper  charges. 

(2)  An  allowance  for  profit  (see 
§  1-8.303)  or  adjustment  for  loss  (see 
§  l-8.304(b) )  shall  be  made  to  complete 
the  gross  termination  claim.  All  un¬ 
liquidated  advance  and  progress  pay¬ 
ments,  and  all  disposal  and  other  credits 
known  when  the  proposal  is  submitted, 
shall  then  be  deducted. 

(c)  Total  cost  basis. 

(1)  When  use  of  the  inventory  basis 
is  not  practicable  or  will  unduly  delay 
settlement,  the  total  cost  basis  may  be 
used  if  approved  in  advance  by  the  con¬ 
tracting  officer. 
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(2)  When  the  total  cost  basis  is  used 
under  a  complete  termination,  all  costs 
incurred  under  the  contract  up  to  the 
effective  date  of  termination  shall  be 
itemized  and  the  costs  of  settlements 
with  subcontractors  and  applicable  set¬ 
tlement  expenses  shall  be  added.  An 
allowance  for  profit  (see  §  1-8.303)  or 
adjustment  for  loss  (see  §l-8.304(c)) 
shall  be  made.  The  contract  price  for 
all  end  items  which  have  been  or  are 
to  be  delivered  and  accepted  shall  be 
deducted.  All  unliquidated  advance 
payments,  unliquidated  progress  pay¬ 
ments,  and  disposal  and  other  credits 
known  when  the  proposal  is  submitted 
shall  also  be  deducted. 

( 3 )  When  the  total  cost  basis  is  used 
under  a  partial  termination,  the  settle¬ 
ment  proposal  shall  not  be  submitted 
until  completion  of  the  continued  por¬ 
tion  of  the  contract.  The  settlement 
proposal  shall  be  prepared  in  accordance 
with  (2)  of  this  §  1-8.307-2(0,  except 
that  all  costs  incurred  to  the  date  of 
completion  of  the  continued  portion  of 
the  contract  shall  be  included. 

§  1—8.308  Limitation  on  settlements. 

Exclusive  of  settlement  costs,  the  total 
amount  payable  to  the  contractor  on  ac¬ 
count  x>f  a  settlement,  whether  through 
negotiation  or  by  determination,  shall 
not  exceed  the  total  contract  price  as  re¬ 
duced  by  the  amount  of  payments  other¬ 
wise  made  and  as  further  reduced  by  the 
contract  price  of  work  not  terminated. 

Subpart  1-8.4 — Additional  Principles 

Applicable  to  the  Settlement  of 

Cost-Reimbursement  Type  Con¬ 
tracts  Terminated  for  Convenience 

§  1—8.401  General. 

Termination  clauses  for  cost-reim¬ 
bursement  type  contracts  (see  §§  1-8.702 
and  1-8.704)  provide  for  the  settlement 
of  costs  and  of  fee,  if  any.  The  provi¬ 
sions  of  the  particular  contract  govern¬ 
ing  costs  shall  determine  what  costs  are 
allowable. 

§  1-8.402  Discontinuance  of  invoices  or 
vouchers. 

(a)  Where  the  contract  has  been  com¬ 
pletely  terminated,  the  contractor  shall 
not  use  invoices  or  Standard  Form  1034 
vouchers  after  the  last  day  of  the  sixth 
month  following  the  month  in  which  the 
termination  notice  is  effective;  however, 
he  may  elect  to  discontinue  the  use  of 
such  invoices  or  vouchers  at  any  time 
prior  thereto.  Where  the  contractor  has 
invoiced  or  vouchered  out  all  costs  with¬ 
in  the  six-month  period,  his  claim  for 
fee,  if  any,  may  be  submitted  on  a  form 
of  the  type  suggested  in  §  1-8.802-4  or  by 
letter;  but  in  either  case  the  contractor 
must  substantiate  the  amount  of  the  fee 
he  claims  and  submit  an  appropriate 
certification.  The  claim  for  fee  must  be 
submitted  to  the  contracting  officer  with¬ 
in  one  year  from  the  effective  date  of 
termination,  unless  the  period  has  been 
extended  in  accordance  with  the  terms 
of  the  contract.  When  the  use  of  in¬ 
voices  or  vouchers  has  been  discontinued, 
all  uninvoiced  or  unvouchered  costs  and 
claim  for  fee,  if  any,  shall  thereafter  be 
submitted  in  accordance  with  §  1-8.404. 
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(b)  Where  the  contract  has  been  par¬ 
tially  terminated,  the  provisions  of 
§  1-8.405  shall  be  applied. 

§  1—8.403  Notice  to  the  General  Account¬ 
ing  Office. 

If  the  General  Accounting  Office  does 
not  make  site  audits  of  an  agency’s 
contracts,  the  contracting  officer  shall 
promptly  send  a  copy  of  the  notice  of 
termination  to  the  General  Accounting 
Office;  in  addition,  he  shall  advise  that 
office  of  the  date  on  which  the  six-month 
vouchering  period  will  expire,  or  of  the 
contractor’s  election  to  discontinue  the 
use  of  invoices  or  vouchers  prior  to  ex¬ 
piration  of  the  six-month  period.  If 
site  audits  are  conducted,  such  copy  and 
information  shall  be  included  in  the  file 
available  to  the  General  Accounting 
Office. 

§  1-8.404  Procedure  after  invoices  or 
vouchers  are  discontinued. 

§  1—8.404—1  Submission  of  settlement 
proposal. 

The  contractor  shall  submit  a  settle¬ 
ment  proposal  covering  his  costs  and  his 
claim,  if  any,  for  a  fee.  Such  proposal 
shall  be  submitted  to  the  contracting 
officer  within  one  year  from  the  effective 
date  of  termination,  unless  the  period 
has  been  extended  in  accordance  with 
the  terms  of  the  contract.  The  proposal 
shall  be  submitted  in  the  form  required 
by  the  procuring  agency  (see  suggested 
format  of  form  in  §  1-8.802-4),  but  shall 
include  a  certificate  substantially  as  con¬ 
tained  in  the  format  set  forth  in  §  1- 
8.802-4.  The  proposal  shall  contain  only 
uninvoiced  or  unvouchered  costs,  and 
the  contractor  may  not  include  in  such 
proposal  those  costs  which  (a)  have  been 
finally  disallowed  by  the  contracting  of¬ 
ficer  or  the  General  Accounting  Office, 
or  (b)  are  the  subject  of  a  reclaim  in¬ 
voice  or  voucher,  or  any  costs  of  a  similar 
nature. 

§  1—8.404—2  Interim  negotiations. 

The  contracting  officer  and  the  con¬ 
tractor  shall  proceed  immediately  to  take 
all  action  required  by  the  termination 
clause  of  the  contract  and  by  this  Part 
1-8  (including  negotiation  of  settlements 
with  fixed-price  subcontractors) ,  but  no 
final  settlement  agreement  shall  be  ex¬ 
ecuted  until  there  has  been  full  com¬ 
pliance  with  §  1-8.404-5. 

§  1—8.404—3  Partial  payments. 

Requests  for  partial  payments  shall 
be  made  and  processed  in  accordance 
with  §  1-8.212-1. 

§  1—8.404—4  Adjustment  of  overhead 
costs. 

(a)  If  the  contract  contains  a  nego¬ 
tiated  overhead  rate  clause  which  pro¬ 
vides  for  the  negotiation  of  a  final  over¬ 
head  rate  and  it  appears  that  adjust¬ 
ment  of  overhead  costs  applicable  to  in¬ 
voiced  or  vouchered  costs  under  proce¬ 
dures  established  for  determining  nego¬ 
tiated  final  overhead  rates  will  unduly 
delay  final  settlement,  the  contracting 
officer  after  obtaining  appropriate  infor¬ 
mation  from  the  agency  audit  office  may 
agree  with  the  contractor; 


(1)  To  negotiate  the  amount  of 
overhead  for  the  contract  for  the  period 
for  which  fixed  overhead  rates  have  not 
previously  been  negotiated,  based  upon 
audit  recommendations  requested  by  the 
contracting  officer  for  such  purpose;  or 

(2)  That  any  overhead  adjustment 
shall  be  reserved  in  the  final  settlement 
agreement,  pending  establishment  of  ne¬ 
gotiated  final  overhead  rates. 

(b)  Where  an  amount  of  overhead  is 
negotiated  pursuant  to  (a)(1)  of  this 
§  1-8.404-4,  the  contractor  shall  elimi¬ 
nate  such  overhead  and  the  related  direct 
costs  on  which  it  was  based  from  the  to¬ 
tal  overhead  and  base  (direct)  costs 
used  to  compute  overhead  for  other  con¬ 
tracts  performed  during  the  applicable 
accounting  period. 

§  1—8.404—5  Information  concerning 
previous  cost  invoices  or  vouchers. 

Prior  to  proceeding  with  the  settle¬ 
ment,  the  contracting  officer,  with  the 
cooperation  of  the  accounting  office 
where  the  invoices  or  vouchers  have  been 
certified,  shall  determine  the  payments 
previously  made  under  the  contract  and 
any  General  Accounting  Office  excep¬ 
tions  taken  thereto. 

§  1—8.404—6  [Reserved] 

§  1—8.404—7  [Reserved] 

§  1—8.404—8  Final  settlement. 

(a)  The  contracting  officer  may  pro¬ 
ceed  with  completion  of  the  settlement 
and  execution  of  an  appropriate  settle¬ 
ment  agreement  at  any  time  after  de¬ 
velopment  of  the  information  required 
by  §  1-8.404-5. 

(b)  The  fee  shall  be  adjusted  as  pro¬ 
vided  in  §  1-8.406. 

(c)  The  final  settlement  agreement 
may  include  all  claims  of  the  Govern¬ 
ment  and  of  the  contractor  under  the 
terminated  contract,  except  that  no 
amount  may  be  allowed  for  any  item  of 
cost  which  is  the  subject  of  a  General 
Accounting  Office  exception,  either 
cleared  by  deduction  or  uncleared,  or  for 
any  other  item  of  cost  of  the  same  na¬ 
ture,  unless  a  reclaim  invoice  or  voucher 
covering  such  cost  has  been  presented 
by  the  contractor  and  authorized  by  the 
General  Accounting  Office  for  payment. 

(d)  The  provisions  of  the  contract 
governing  the  types  of  reimbursable 
costs  shall  constitute  the  basis  of  nego¬ 
tiation;  however,  if  an  overall  settle¬ 
ment  of  costs  is  agreed  upon,  agreement 
on  each  separate  element  of  cost  is  not 
necessary.  In  appropriate  cases,  differ¬ 
ences  may  be  compromised  and  doubtful 
questions  settled  by  agreement.  An  over¬ 
all  settlement  shall  not,  under  any  cir¬ 
cumstances,  be  made  the  means  of  re¬ 
imbursing  contractors  for  costs  which, 
under  the  provisions  of  the  contract, 
are  clearly  not  allowable. 

§  1—8.405  Procedure  for  partial  termi¬ 
nation. 

§  1-8.405—1  General. 

(a)  In  the  event  of  a  partial  termina¬ 
tion,  the  settlement  shall  be  limited  to 
adjustment  of  the  fee,  if  any,  in  accord¬ 
ance  with  §§  1-8.405-2  and  1-8.406,  un¬ 
less  the  contracting  officer  determines 
that; 
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(1)  The  terminated  portion  is 
clearly  severable  from  the  balance  of  the 
contract;  or 

(2)  Performance  of  the  contract  is 
virtually  complete,  or  that  performance 
of  any  continued  portion  is  only  on  sub¬ 
sidiary  items  or  spare  parts,  or  is  other¬ 
wise  not  substantial. 

(b)  In  the  case  of  the  exceptions  in  (a) 
of  this  §  1-8.405-1,  the  procedures  in 
§§  1-8.402,  1-8.403,  and  1-8.404  are  ap¬ 
plicable. 

§  1—8.405—2  Submission  of  settlement 
proposal  (fee  only). 

The  contractor  shall  submit  a  settle¬ 
ment  proposal  which  shall  be  limited  to 
the  amount  of  his  claim,  if  any,  for  a  fee. 
Such  proposal  shall  be  submitted  to  the 
contracting  officer  within  one  year  from 
the  effective  date  of  termination,  unless 
the  period  has  been  extended  in  accord¬ 
ance  with  the  terms  of  the  contract.  The 
proposal  may  be  submitted  on  a  form  of 
the  type  suggested  in  §  1-8.802-4  or  by 
letter;  but  in  either  case  the  contractor 
must  substantiate  the  amount  of  the  fee 
he  claims  and  submit  an  appropriate 
certification. 

§  1—8.485—3  Submission  of  invoices  or 
vouchers. 

In  the  event  of  a  partial  termination 
where  settlement  is  limited  to  adjust¬ 
ment  of  fee,  if  any,  the  contractor  shall 
continue  to  submit  by  invoice  or  voucher 
all  costs  reimbursable  under  the  contract, 
including  (a)  his  own  costs  allocable  to 
the  terminated  portion  of  the  contract, 
(b)  costs  of  settlements  with  subcontrac¬ 
tors  properly  identified  as  such,  and  (c) 
applicable  settlement  expenses.  The 
contractor  shall  not  be  reimbursed  for 
costs  of  settlements  with  subcontractors 
unless  the  approvals  or  ratifications  re¬ 
quired  pursuant  to  the  contract  have  been 
otbained  (see  §  1-8.208). 

§  1—8.406  Adjustment  of  fee. 

The  adjusted  fee  to  be  paid,  if  any, 
shall  be  determined  in  the  manner  pro¬ 
vided  by  the  contract,  generally  based 
on  percentage  of  completion  of  the  con¬ 
tract  or  of  the  terminated  portion  there¬ 
of.  Where  this  basis  is  used,  factors  such 
as  the  extent  and  difficulty  of  the  work 
performed  by  the  contractor  (including 
but  not  limited  to  planning,  scheduling, 
technical  study,  engineering  work  pro¬ 
duction  and  supervision,  placing  and  su¬ 
pervising  subcontracts  to  the  extent  rea¬ 
sonably  required,  and  work  performed 
by  the  contractor  in  (a)  stopping  per¬ 
formance,  (b)  settling  claims  of  sub¬ 
contractors,  and  (c)  disposing  of  termi¬ 
nation  inventory)  shall  be  compared  with 
the  total  work  required  by  the  contract 
or  by  the  terminated  portion  thereof. 
The  ratio  of  costs  incurred  to  the  total 
estimated  cost  of  performing  the  con¬ 
tract  or  the  terminated  portion  thereof 
is  only  one  factor  in  computing  the  per¬ 
centage  of  completion  of  the  contract. 
This  percentage  may  be  either  greater  or 
less  than  that  indicated  by  the  ratio  of 
costs  incurred,  depending  upon  the 
evaluation  by  the  contracting  officer  of 
the  above  factors  and  other  relevant 
considerations. 


Subpart  1-8.5 — Disposition  of  Termi¬ 
nation  Inventory 

§  1—8.501  General. 

§  1—8.501—1  Methods  of  disposal. 

Subject  to  the  Government  exercising 
its  right  under  the  termination  clause 
in  a  contract  to  acquire  title  to,  and  re¬ 
quire  delivery  of,  any  items  of  termina¬ 
tion  inventory,  termination  inventory 
shall  be  disposed  of  in  the  manner  most 
favorable  to  the  Government.  As  here¬ 
inafter  set  forth  in  this  Subpart  1-8.5, 
methods  of  disposal  include  purchase  or 
retention  by  the  prime  contractor  or 
subcontractor  at  cost;  return  to  sup¬ 
pliers;  utilization,  donation,  or  sale 
(after  screening  as  provided  in  §  1- 
8.505) ;  and  destruction  or  abandonment. 

§  1—8.501—2  General  restrictions  on  con¬ 
tractor's  authority. 

The  following  general  restrictions  are 
in  addition  to  specific  restrictions  set 
forth  in  this  Subpart  1-8.5 ; 

(a)  The  authority  of  a  contractor  to 
purchase,  retain,  or  dispose  of  termina¬ 
tion  inventory  or  to  authorize  or  approve 
a  purchase,  retention,  or  disposition  by 
a  subcontractor  is  subject  to  (1)  any 
applicable  Government  restrictions  on 
the  disposition  of  property  which  is 
either  classified  for  security  reasons  or  is 
dangerous  to  public  health,  safety,  or 
welfare,  and  (2)  any  contract  provisions 
regarding  the  disposition  of  material 
subject  to  a  lien. 

(b)  Contractors  shall  not  sell  termi¬ 
nation  inventory  to  persons  known  by 
them  to  be  officers  or  employees  of  the 
Federal  Government,  except  to  the  ex¬ 
tent  determined  by  the  heads  of  the  con¬ 
tracting  agencies  to  be  in  the  best  in¬ 
terest  of  the  Government  and  except 
under  procedures  and  safeguards,  pre¬ 
scribed  by  the  heads  of  such  agencies, 
adequate  to  preclude  collusion  and 
fraud. 

(c)  With  respect  to  termination  in¬ 
ventory,  the  authority  of  a  higher  tier 
contractor  to  approve  a  sale  by  a  sub¬ 
contractor  or  to  approve  a  purchase  or 
retention  at  less  than  cost  by  a  subcon¬ 
tractor,  and  the  authority  of  a  subcon¬ 
tractor  to  sell  with  the  approval  of  the 
next  higher  tier  contractor  or  to  pur¬ 
chase  or  retain  such  inventory  at  less 
than  cost  with  the  approval  of  the  next 
higher  tier  contractor  does  not  include 

(1)  a  sale  without  competitive  bids  by 
a  subcontractor  to  the  next  higher  tier 
contractor  or  to  an  affiliate  of  such  con¬ 
tractor  or  of  the  subcontractor,  or 

(2)  a  sale  without  competitive  bids,  or  a 
purchase  or  retention  at  less  than  cost, 
by  a  subcontractor  affiliated  with  the 
next  higher  tier  contractor.  Each  such 
excluded  sale,  purchase,  or  retention  re¬ 
quires  the  written  approval  of  the  con¬ 
tracting  officer.  A  firm  shall  be  con¬ 
sidered  to  be  affiliated  with  another  firm 
if,  by  reason  of  stock  ownership  or  other¬ 
wise,  (1)  they  are  under  common  con¬ 
trol,  or  (2)  there  is  any  common  interest 
between  them  which  is  sufficient  to  cre¬ 
ate  a  reasonable  doubt  that  the  bargain¬ 
ing  between  them  is  completely  in  the 
best  interest  of  the  Government. 


§  1—8.502  Contractor-acquired  property. 

§  1—8.502—1  Purchase  or  retention  at 
cost. 

Subject  to  the  requirement  of  §§  1-- 
8.502-3  and  1-8.510,  contractors  shall  be 
encouraged  to  purchase  or  retain  con¬ 
tractor-acquired  property  at  cost.  No 
part  of  the  cost  of  property  so  purchased 
or  retained  shall  be  included  in  settle¬ 
ment  proposals.  In  any  instance  in 
which  a  contractor  purchases  or  retains 
any  allocable  contractor-acquired  prop¬ 
erty  for  use  in  other  continuing  Govern¬ 
ment  contracts  or  commercial 
operations,  handling  and  transportation 
charges  necessitated  by  the  purchase  or 
retention  of  such  property  may  be  in¬ 
cluded  in  the  contractor’s  settlement 
proposal  as  “other  costs”,  if  such  costs 
are  reasonable.  Where  property  pur¬ 
chased  or  retained  is  for  use  on  a  contin¬ 
uing  Government  contract  and  is  not 
in  excess  of  the  quantitative  require¬ 
ments  for  completion  of  that  contract, 
that  property  shall  be  considered  prop¬ 
erly  allocable  to  the  continuing  contract 
if  that  contract  is  subsequently  termi¬ 
nated,  even  though  its  procurement 
would  otherwise  constitute  undue  antic¬ 
ipation  of  production  schedules.  If,  as 
a  result  of  the  purchase  or  retention  of 
property  from  a  terminated  contract  for 
use  on  a  continuing  Government  con¬ 
tract,  the  contractor  terminates  subcon¬ 
tracts  under  the  continuing  Government 
contract,  the  charges  incurred  by  reason 
of  the  termination  of  such  subcontracts 
may  be  included  in  the  termination  claim 
under  the  terminated  contract. 

§  1—8.502—2  Return  of  property  to  sup¬ 
pliers. 

Subject  to  the  requirement  of  §§  1— 
8.502-3  and  1-8.510,  contractors  are  au¬ 
thorized  and  shall  be  encouraged  to 
return  allocable  quantities  of  contractor- 
acquired  property  to  suppliers  for  full 
credit  less  the  supplier’s  normal  restock¬ 
ing  charge,  or  15  percent  of  cost,  which¬ 
ever  is  less.  Contractors  shall  not 
include  in  their  settlement  proposals  the 
cost  of  such  property  returned  to  sup¬ 
pliers  in  accordance  with  this  paragraph. 
Contractors  may  include  in  their  settle¬ 
ment  proposals  as  “other  costs”  the 
transportation,  handling,  and  restocking 
charges  with  respect  to  the  property  so 
returned. 

§  1-8.502—3  Cost-reimbursement  type 
contracts. 

Under  cost-reimbursement  type  con¬ 
tracts,  the  contractor’s  right  to  purchase 
or  retain  contractor-acquired  property 
at  cost  or  to  return  such  property  to 
suppliers  shall  be  subject  to  the  approval 
of  the  contracting  officer  after  adjust¬ 
ment  of  previously  reimbursed  costs  for 
such  property. 

§  1—8.503  Inventory  schedules. 

§  1—8.503—1  Submission  of  inventory 
schedules. 

(a)  Inventory  schedules  shall  be  sub¬ 
mitted  in  the  form  prescribed  by  the 
procuring  agency  (see  §  1-8.803  for  sug¬ 
gested  formats  of  forms),  but  shall 
include  a  certificate  substantially  as  con- 
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tained  in  the  inventory  schedules  set 
forth  in  §§  1-8.803-1,  1-8.803-3,  1-8.803- 
5,  and  1-8.803-7,  or,  if  appropriate,  sub¬ 
stantially  as  contained  in  the  inventory 
schedule  set  forth  in  §  1-8.803-9. 

(b)  As  promptly  as  possible  after  re¬ 
ceipt  of  a  notice  of  termination,  the 
prime  contractor  is  required  to  submit 
inventory  schedules  to  the  contracting 
officer  covering  all  items  of  termina¬ 
tion  inventory,  including  Government- 
furnished  property;  but,  except  where 
title  to  materials  purchased  by  the  con¬ 
tractor  is  vested  in  the  Government, 
termination  inventory  purchased  or  re¬ 
tained  at  cost  or  returned  to  suppliers, 
pursuant  to  §  1-8.502,  shall  not  be  listed. 
Inventory  schedules  may  be  submitted 
prior  to  submission  of  the  settlement  pro¬ 
posal.  Submission  shall  not  be  delayed 
in  order  to  supply  complete  cost  data  on 
items  of  work  in  process  where  such 
data  is  not  readily  available.  Partial 
schedules  may  be  submitted  from  time 
to  time  when  they  cover  substantial  por¬ 
tions  of  a  particular  property  classifica¬ 
tion  in  the  termination  inventory.  Each 
schedule  submitted  shall  be  designated 
by  the  contractor  as  “partial”  or  “final.” 

§  1-8.503—2  Separate  schedules. 

Separate  sets  of  schedules  shall  be 
submitted  (a)  for  contractor-acquired 
property,  and  (b)  for  Government-fur¬ 
nished  property.  Within  each  of  those 
categories  schedules  shall  be  submitted 
for  each  property  classification  pre¬ 
scribed  by  the  procuring  agency. 

§  1-8.503—3  Inventory  descriptions. 

A  commercial  description,  adequate 
for  screening  and  disposal  purposes,  of 
each  item  having  commercial  value  shall 
be  included  in  the  inventory  schedules. 
Where  any  items  of  termination  inven¬ 
tory  bear  a  Government  identification 
number,  such  number  shall  be  listed  on 
the  inventory  schedules.  In  the  case  of 
other  items,  the  contractor  shall  fur¬ 
nish  a  description  sufficient  to  enable  the 
contracting  officer  to  determine  the 
proper  disposition  thereof.  The  con¬ 
tractor  shall  consult  the  contracting  of¬ 
ficer  when  in  doubt  as  to  the  extent  of 
description  required.  The  contractor 
need  not  itemize  material  believed  to  be 
scrap  or  salvage  if  (a)  such  material  is 
physically  segregated  in  the  contractor’s 
plant,  and  (b)  the  contractor  submits  a 
statement  describing  the  material  gen¬ 
erally,  setting  forth  its  approximate  cost, 
and  giving  such  other  information  as 
may  be  necessary  for  the  contracting 
officer  to  determine  whether  the  material 
is  scrap  or  salvage.  If  the  material  is 
determined  by  the  contracting  officer  to 
be  scrap  or  salvage  (see  §  1-8.504) ,  the 
contractor  may  make  a  single  descrip¬ 
tive  entry  on  an  inventory  schedule  cov¬ 
ering  such  material  and  indicating  its 
approximate  total  cost. 

§  1—8.503—4  Inventory  schedule  cer¬ 
tificate. 

The  certificate  on  the  inventory  sched¬ 
ules  prescribed  by  the  procuring  agency 
(see  §  1-8.503-1  (a) )  shall  be  executed  by 
the  contractor  on  each  schedule  sub¬ 
mitted.  The  certificate,  among  other 
things,  tenders  to  the  Government  title 


to  the  property  listed  therein,  unless  the 
Government  already  has  title  thereto. 

§  1—8.503—5  Common  items. 

Except  for  property  delivery  of  which 
has  been  required  by  the  Government 
and  except  for  Government-furnished 
property,  the  contractor’s  inventory 
schedules  shall  not  include  any  common 
items  (as  defined  in  §  1-8.101  (b))  which 
are  reasonably  usable  on  other  work  of 
the  contractor  without  loss  to  him.  (See 
§  1-15.205-42  (a).) 

§  1—8.503—6  Withdrawals  from  inven¬ 
tory  schedules. 

If  at  any  time  prior  to  final  disposi¬ 
tion  any  items  of  contractor-acquired 
property  listed  in  the  contractor’s  inven¬ 
tory  schedules  become  reasonably  usable 
on  other  work  of  the  contractor  without 
loss  to  him  and  that  fact  is  known  to 
the  contractor,  the  contractor  is  required 
to  purchase  or  retain  such  items  at  cost 
in  accordance  with  §  1-8.502-1  or  §  1-8.- 
502-3,  whichever  is  applicable,  and  to 
amend  his  inventory  schedules  and  his 
settlement  proposal  accordingly.  Upon 
notification  to  the  contracting  officer, 
the  contractor  may  similarly  purchase  / 
or  retain  at  cost  any  other  items  of 
property  included  in  his  inventory  sched¬ 
ules.  Withdrawal  of  Government-fur¬ 
nished  property  included  in  inventory 
schedules  is  subject  to  approval  by  the 
contracting  officer. 

§  1—8.503—7  Rejection  and  correction 

of  inadequate  schedules. 

(a)  General.  Contracting  officers 
shall  cause  to  be  verified,  to  the  extent 
practicable,  the  physical  count  and  con¬ 
dition  of  inventories,  including  Gov¬ 
ernment-furnished  property,  listed  on 
the  contractor’s  inventory  schedules.  If 
any  inventory  schedule  submitted  by  a 
contractor  is  found  to  be  inadequate,  the 
contractor  shall  be  promptly  notified 
and  required  to  correct  or  supplement 
the  schedule  as  to  the  items  which  are 
deficient.  Inventory  schedules  shall  not 
be  rejected  if  the  information  contained 
therein  is  adequate  for  disposal  purposes, 
even  if  complete  cost  data  on  work  in 
process  are  not  available.  Rejection  of 
an  inventory  schedule  shall  be  limited 
where  possible  to  specific  items  thereon 
and  shall  not  necessarily  render  the  en¬ 
tire  schedule  unacceptable. 

(b)  Effect  on  plant  clearance  period. 

(1)  Where  only  individual  items  on 
the  inventory  schedules  covering  all 
items  of  a  particular  property  classifi¬ 
cation  are  in  need  of  correction  or  ampli¬ 
fication,  the  inventory  schedules  as  sub¬ 
mitted  shall  be  considered  acceptable 
for  purposes  of  starting  the  final  phase 
of  a  plant  clearance  period  (see 
§  1-8.101  (k) ) .  However,  where  the  inad¬ 
equacy  of  an  inventory  schedule  requires 
the  return  of  the  entire  schedule  to  the 
contractor  for  correction  or  revision,  the 
final  phase  of  the  plant  clearance  period 
as  to  the  property  classification  covered 
thereby  shall  not  begin  until  acceptable 
final  schedules  covering  that  property 
classification  have  been  submitted. 

(2)  The  contracting  officer  shall, 
within  15  days  after  receipt  of  the  final 
schedule,  advise  the  contractor  of  any 


deficiencies  apparent  in  the  inventory 
schedule,  or  the  schedules  shall  be 
deemed  acceptable  for  purposes  of  start¬ 
ing  the  final  phase  of  a  plant  clearance 
period.  However,  should  substantial  er¬ 
rors  develop  which  were  not  apparent 
from  the  inventory  schedules  previously 
deemed  acceptable,  the  final  phase  of  a 
plant  clearance  period  shall  not  be 
deemed  to  have  commenced  until  cor¬ 
rected  schedules  have  been  submitted, 
unless  the  contracting  officer  determines 
that  no  unwarranted  delay  in  disposal 
operations  was  occasioned  thereby. 

§  1—8.504  Scrap  and  salvage. 

§  1—8.504—1  General. 

Promptly  after  the  submission  of  in¬ 
ventory  schedules  by  the  contractor,  the 
contracting  officer  shall  review,  or  cause 
to  be  reviewed,  the  contractor’s  treat¬ 
ment  of  any  items  of  termination  in¬ 
ventory  as  scrap  or  salvage  (see. 
§  1-8.503-3).  The  review  shall  include 
a  careful  examination  of  the  inventory 
schedules  and  in  appropriate  cases  phy¬ 
sical  inspection  of  the  property  involved. 
Prior  to  determining  that  such  items  are 
scrap  or  salvage,  the  contracting  officer 
shall  obtain  such  approvals  as  may  be 
required  by  agency  procedures.  If  the 
contracting  officer  determines  that  any 
of  the  materials  listed  by  the  contractor 
as  scrap  or  salvage  are  serviceable  or 
useable  materials,  the  contractor  shall, 
in  accordance  with  such  determination, 
submit  revised  inventory  schedules  (see 
§  1-8.503-7).  Property  which  is  deter¬ 
mined  to  be  scrap  and  which,  by  other 
Government  regulations,  is  required  to  be 
segregated  by  alloy  or  otherwise,  shall 
be  so  segregated  by  the  contractor. 
Property  determined  to  be  scrap  or  sal¬ 
vage  may,  with  the  approval  of  the  con¬ 
tracting  officer,  be  delivered  to  a  Gov¬ 
ernment  agency,  sold,  or  otherwise 
disposed  of  by  the  contractor  in  accord¬ 
ance  with  the  provisions  of  §  1-8.505, 
§  1-8.507,  §  1-8.508,  or  §  1-8.509.  In  ap¬ 
propriate  cases,  when  approved  by  the 
contracting  officer,  such  sales  may  be 
consolidated  with  the  contractor’s  sales 
of  scrap  and  salvage  generated  from  his 
other  work  and,  in  such  cases,  the  scrap 
warranty  required  by  §  1-8.504-2  may  be 
waived  in  the  discretion  of  the  contract¬ 
ing  officer. 

§  1—8.504—2  Scrap  warranty. 

(a)  If  any  termination  inventory  is 
sold  as  scrap,  a  scrap  warranty,  sub- 
stanially  as  set  forth  in  §  1-8.805,  shall 
be  obtained. 

(b)  Releases  from  liability  under  scrap 
warranties  may  be  granted  on  behalf  of 
the  Government  by  the  contracting  offi¬ 
cer  if,  as  consideration  for  the  release, 
the  Government  is  paid  the  difference 
between  (1)  the  price  for  which  the  ma¬ 
terial  was  sold  as  scrap,  and  (2)  an 
amount,  approved  by  the  contracting 
officer,  not  less  than  that  which  the  ma¬ 
terial  would  bring  if  it  were  sold  at  a 
fair  and  reasonable  price  for  purposes 
other  than  use  as  scrap.  Such  releases 
shall  be  granted  by  the  Government  and 
the  consideration  paid  to  the  Govern¬ 
ment,  even  though  the  contract  contain¬ 
ing  the  warranty  was  not  made  direct 
with  the  Government. 
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the  Attorney  General  and  the  Adminis¬ 
trator  of  General  Services  of  the  pro¬ 
posed  disposal  and  the  probable  terms  or 
conditions  thereof  and  shall  include  in 
the  notification  the  information  required 
by  section  101.11,  Chapter  IV,  Title  1, 
Personal  Property  Management,  Regula¬ 
tions  of  the  General  Services  Adminis¬ 
tration.  Disposition  shall  not  be  made 
until  the  agency  has  received  advice  from 
the  Attorney  General  as  to  whether,  so 
far  as  he  can  determine,  the  proposed 
disposition  would  tend  to  create  or  main¬ 
tain  a  situation  inconsistent  with  the 
antitrust  laws. 

§  1—8.507—6  Foreign  contractor  inven¬ 
tory. 

The  sale  or  other  disposition  of  con¬ 
tractor  inventory  located  in  foreign 
countries  shall  be  made  in  accordance 
with  agency  procedures  established  to 
implement  Title  IV,  Federal  Property 
and  Administrative  Services  Act  of  1949 
(40  U.S.C.  511-514). 

§  1—8.508  Donations. 

After  utilization  screening  is  completed 
but  prior  to  being  offered  for  sale  or 
being  otherwise  disposed  of  in  accord¬ 
ance  with  §  1-8.507,  termination  inven¬ 
tory  may  be  donated  for  authorized 
purposes  in  accordance  with  Chapter  IV, 
Title  1,  Personal  Property  Management, 
Regulations  of  the  General  Services  Ad¬ 
ministration,  and  with  agency  proce¬ 
dures. 


schedules,  to  be  treated  in  the  same  man¬ 
ner  as  termination  inventory;  or 

(c)  In  the  event  of  purchase  or  re¬ 
tention  by  the  contractor,  making  an 
equitable  adjustment  of  the  costs  to  be 
included  in  the  settlement  for  such  prop¬ 
erty,  which  adjustment  shall  take  into 
account  the  rate  of  amortization  thereon, 
the  possible  use  thereof  on  other  work  of 
the  contractor,  the  ultimate  disposal 
value  thereof,  and  any  rights  to  be  re¬ 
tained  by  the  Government. 

§  1-8.511  Removal  and  storage. 

§  1—8.511—1  Special  storage  at  the  ex¬ 
pense  and  risk  of  the  contractor. 

At  any  time  during  the  plant  clearance 
period,  the  contractor  may,  upon  written 
notice  to  the  contracting  officer,  store 
any  items  of  termination  inventory,  not 
previously  disposed  of,  in  a  warehouse  or 
other  storage  location  on  or  off  his  own 
premises,  unless  otherwise  directed  by 
the  contracting  officer  within  10  days 
of  the  receipt  by  the  contracting  officer 
of  such  notice.  Such  storage  shall  in 
no  way  modify  the  responsibility  of  the 
contractor  with  respect  to  such  property. 
The  expense  of  such  storage,  including 
any  removal  incident  thereto,  shall  be 
borne  by  the  contractor,  unless  the  con¬ 
tracting  officer  determines  that  such  re¬ 
moval  or  storage  is  for  the  convenience 
of  the  Government. 

§  1-8.511—2  Storage  at  the  expense  and 
risk  of  the  Government. 


(c)  In  the  event  of  resale  of  any  ma¬ 
terial  subject  to  a  scrap  warranty,  the 
seller  is  required  to  obtain  an  appropri¬ 
ate  scrap  warranty  from  the  purchaser 
thereof.  Upon  tender  of  the  warranty 
to  the  Government,  the  seller  shall  be 
released  by  the  Government  from 
liability  under  his  own  warranty. 

§  1—8.505  Screening  of  serviceable  and 
usable  property. 

Serviceable  and  usable  property  in¬ 
cluded  in  the  contractor’s  inventory 
schedules  shall  be  screened  as  required 
by  Chapter  III,  Title  I,  Personal  Prop¬ 
erty  Management,  Regulations  of  the 
General  Services  Administration,  and  as 
required  by  agency  procedures.  If,  as  a 
result  of  such  screening,  any  item  of 
serviceable  and  usable  property  is  de¬ 
sired  by  any  agency  of  the  Government 
for  stock,  diversion  to  other  contracts, 
or  other  purposes,  the  contracting  officer 
shall  direct  the  delivery  of  such  property. 

§  1—8.506  Government-furnished  prop¬ 
erty. 

Government-furnished  property  in¬ 
cluded  in  termination  inventory,  return 
of  which  has  not  been  required  by  the 
Government,  may  be  disposed  of  in  the 
same  manner  as  other  termination  in¬ 
ventory.  The  contracting  officer  is  re¬ 
quired  to  approve  all  such  dispositions 
and  may  specify  methods  for  preparing 
and  routing  inventory  schedules  cover¬ 
ing  such  property. 

§  1—8.507  Sale  or  other  disposition  of 
termination  inventory. 

§  1—8.507—1  General. 

The  sale  (including  purchase  or  re¬ 
tention  at  less  than  cost)  shall  be  con¬ 
sistent  with  section  304.00,  Chapter  IV, 
Title  1,  Personal  Property  Management, 
Regulations  of  the  General  Services 
Administration. 

§  1-8.507-2  [Reserved] 

§  1-8.507-3  [Reserved] 

§  1-8.507-4  Proceeds  of  sale. 

Proceeds  of  any  sale  are  to  be  covered 
into  the  Treasury  as  miscellaneous  re¬ 
ceipts  except  where  the  contract  or  any 
subcontract  thereunder  authorizes  the 
proceeds  to  be  credited  to  the  price  or 
cost  of  the  work  covered  by  such  contract 
or  subcontract  (40  U.S.C.  485  (a)  and 
(e) ) .  The  clauses  set  forth  in  §  §  1-8.701, 
1-8.702,  1-8.703,  and  1-8.704-1  include 
provision  for  the  proceeds  of  sale  to  be 
applied  in  reduction  of  any  payments  to 
be  made  to  the  contractor  under  the 
contract,  or  otherwise  credited  to  the 
price  or  cost  of  the  work  covered  by  the 
contract,  or  paid  in  such  manner  as  the 
contracting  officer  may  direct.  A  similar 
provision  is  included  in  the  clause,  set 
forth  in  §  1-8.706,  suggested  for  use  by 
a  contractor  in  making  subcontracts. 

§  1—8.507—5  Applicability  of  antitrust 
laws. 

Whenever  any  termination  inventory 
which  has  or  may  cost  the  Government 
$3,000,000  or  more  (or  any  patents,  proc¬ 
esses,  techniques,  or  inventions,  irre¬ 
spective  of  cost)  is  to  be  sold  or  other¬ 
wise  disposed  of  to  private  interests,  the 
agency  concerned  shall  promptly  notify 


§  1—8.509  Destruction  or  abandonment. 

(a)  Termination  inventory  which  is 
Government-furnished  property  or  con¬ 
tractor-acquired  property  and  which  is 
not  otherwise  disposed  of  under  this 
Part  1-8  may,  in  accordance  with  Gen¬ 
eral  Services  Administration  and  agency 
regulations,  be  destroyed  or  abandoned; 
provided  that  the  contracting  officer  has 
determined  that  it  has  no  commercial 
value  and  no  value  to  the  Government, 
or  that  the  estimated  cost  of  its  care  and 
handling  is  greater  than  the  probable  sale 
price,  or  that  because  of  its  nature  it 
constitutes  a  danger  to  public  health, 
safety,  or  welfare.  Any  such  determina¬ 
tion  shall  be  subject  to  review  in  accord¬ 
ance  with  §  1-8.512. 

(b)  Termination  inventory  which  has 
been  classified  for  security  reasons,  and 
which  is  not  required  for  the  Govern¬ 
ment’s  needs,  shall,  unless  such  clas¬ 
sification  is  removed  or  changed  by 
proper  authority,  be  disposed  of  in  ac¬ 
cordance  with  applicable  security  reg¬ 
ulations. 

(c)  No  termination  inventory  shall  be 
abandoned  on  the  contractor’s  premises 
without  the  contractor’s  consent. 

§  1—8.510  Special  machinery,  tooling, 
and  equipment. 

Except  as  otherwise  provided  in  the 
contract,  if  the  settlement  is  to  include 
any  item  of  cost  on  account  of  special 
machinery  and  equipment,  or  special 
tooling,  the  contracting  officer  shall  take 
appropriate  steps  to  protect  the  Govern¬ 
ment’s  interest  by: 

(a)  Requiring  transfer  of  title  to  such 
property  to  the  Government; 

(b)  Requiring  the  inclusion  of  such 
property  in  the  contractor’s  inventory 


At  any  time  after  expiration  of  the 
plant  clearance  period,  the  contractor 
may  submit  to  the  contracting  officer  a 
list,  certified  as  to  quantity  and  quality, 
of  any  items  of  termination  inventory 
not  previously  disposed  of,  exclusive  of 
items  the  disposition  of  which  has  been 
directed  or  authorized  by  the  contracting 
officer,  and  may  request  the  Government 
to  remove  such  items  or  enter  into  a  stor¬ 
age  agreement  covering  them.  Not 
later  than  15  days  thereafter,  the  Gov¬ 
ernment  shall  accept  title  to  such  items 
and  remove  them  or  enter  into  a  written 
storage  agreement  covering  the  same; 
however,  the  list  submitted  shall  be  sub¬ 
ject  to  verification  by  the  contracting 
officer  at  the  time  of  removal  of  the  items 
or,  if  the  items  are  stored,  within  45  days 
from  the  date  of  submission  of  the  list. 
Any  adjustment  necessary  to  correct  the 
list  as  submitted  shall  be  made  prior  to 
final  settlement. 

§  1-8.512  Review  of  properly  disposal 

Property  disposal  matters  shall  be  re¬ 
viewed  by  a  reviewing  authority  within 
the  agency  as  provided  in  Chapter  IV, 
Title  1,  Personal  Property  Management, 
Regulations  of  the  General  Services  Ad¬ 
ministration,  and  as  may  be  further  pro¬ 
vided  in  agency  procedures. 

§  1—8.513  Subcontractor  termination  in¬ 
ventory. 

§  1—8.513—1  General  policy. 

(a)  The  prime  contractor  and  each 
subcontractor  are  primarily  responsible 
for  the  disposition  of  the  termination  in¬ 
ventory  of  their  respective  next  lower 
tier  subcontractors,  but  all  such  disposals 
shall  be  subject  to  review  by  the  con¬ 
tracting  officer  as  provided  in  §  1-8.208- 
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3(c)  (but  see  §  1-8.208-4) .  The  policies 
and  provisions  set  forth  in  §§  1-8.501, 
1-8.502,  1-8.506,  1-8.508,  1-8.509,  and 
1-8.512  shall  be  applicable  in  the  case  of 
subcontractors.  Any  rights  which  the 
prime  contractor  has  or  acquires  in  the 
termination  inventory  of  his  first  tier  or 
lower  tier  subcontractors  shall,  to  the 
extent  directed  by  the  contracting  officer, 
be  exercised  for  the  benefit  of  the  Gov¬ 
ernment,  in  accordance  with  the  pro¬ 
visions  of  the  contract  between  the 
Government  and  the  prime  contractor. 

(b)  Subcontractors  in  all  tiers  shall 
prepare  inventory  schedules  in  accord¬ 
ance  with  the  requirements  of  this  Part 
1-8.  Normally  disposition  instructions 
for  termination  inventory,  except  serv¬ 
iceable  and  usable  property,  will  be  fur¬ 
nished  by  the  next  higher  tier  subcon¬ 
tractor  or  the  prime  contractor,  as  the 
case  may  be.  Each  subcontractor  may 
submit  his  next  lower  tier  subcontrac¬ 
tors’  inventory  schedules  of  serviceable 
and  usable  property  directly  to  the  con¬ 
tracting  officer  for  review  and  disposi¬ 
tion  instructions,  unless  otherwise  di¬ 
rected  by  the  contracting  officer.  In  the 
interest  of  expediting  disposition  of  ter¬ 
mination  inventory,  the  cognizant  con¬ 
tracting  officer  shall  permit  such  direct 
submission,  unless  he  determines  that  the 
submission  of  inventory  schedules 
through  all  intermediate  tiers  of  sub¬ 
contractors  is  necessary  in  the  best  in¬ 
terest  of  the  Government.  When  such 
'  a  determination  is  made,  it  must  be  in 
writing  and  a  copy  submitted  to  the  head 
of  the  procuring  activity  concerned  for 
review. 

§  1—8.513—2  Inventory  schedules. 

With  respect  to  termination  inventory 
for  which  their  subcontractors  claim  re¬ 
imbursement,  the  prime  contractor  and 
each  higher  tier  subcontractor  shall  ob¬ 
tain  information  substantially  equiva¬ 
lent  to  that  called  for  by  §  1-8.503.  In 
any  event,  full  information  on  the  con¬ 
dition  and  usability  of  such  inventory 
shall  be  furnished,  and  certificates  sim¬ 
ilar  to  those  contained  on  the  formats 
in  §  1-8.803  shall  be  obtained  from  the 
subcontractor.  For  this  purpose,  forms 
similar  to  the  formats  of  inventory 
schedules  set  forth  in  §  1-8.803  may  be 
used. 

§  1-8.513—3  Scrap  and  salvage. 

The  prime  contractor  and  each  higher 
tier  subcontractor  shall  review  any  rec¬ 
ommendations  of  their  respective  sub¬ 
contractors  concerning  scrap  and  sal¬ 
vage.  If  the  prime  contractor  or  the 
higher  tier  subcontractor  determines 
that  any  of  the  materials  are  service¬ 
able  and  usable  materials,  he  shall  re¬ 
quire  the  subcontractor  to  submit  re¬ 
vised  inventory  data  in  accordance  with 
such  determination.  The  Government 
shall  not  be  bound  by  any  determination 
that  material  is  scrap  or  salvage  unless 
the  determination  and  any  sale  of  the 
material  as  scrap  or  salvage  have  the 
Prior  approval  of  the  contracting  officer. 
A  scrap  warranty  running  to  the  Govern¬ 
ment  shall  be  obtained  wherever  such 
material  is  sold  as  scrap. 


§  1—8.513—4  Serviceable  and  usable 
property. 

Subcontractor  termination  inventory, 
which  is  not  purchased  or  retained  at 
cost  and  which  is  determined  to  be  serv¬ 
iceable  and  usable  property,  shall  be 
disposed  of  by: 

(a)  Submission  for  screening  and  pos¬ 
sible  redistribution  within  the  Govern¬ 
ment  or  donation;  or 

(b)  Sales  to  third  parties  (including 
purchases  or  retentions  at  less  than  cost 
by  the  subcontractor,  a  higher  tier  sub¬ 
contractor,  or  the  prime  contractor) 
made  in  general  conformity  with  §  1-8.- 
507. 

§  1—8.514  Adjustment  prior  to  final 
settlement. 

§  1-8.514—1  Duty  of  contractors  to  in¬ 
form  Government. 

By  the  terms  of  the  inventory  sched¬ 
ule  certificate  contained  on  the  formats 
set  forth  in  §  1-8.803  (also  see  §  1-8.503- 
4),  the  contractor  or  subcontractor  is 
required  to  inform  the  Government  of 
any  substantial  change  in  the  status  of 
his  termination  inventory  arising  be¬ 
tween  the  date  of  submission  of  his  ter¬ 
mination  inventory  schedules  and  final 
disposition  of  such  inventory. 

§  1—8.514—2  Right  of  Government  to  re¬ 
view  inventory  schedules. 

(a)  Regardless  of  any  disposition  of 
termination  inventory  pursuant  to  this 
Subpart  1-8.5,  the  Government  shall 
continue  to  have  the  right,  prior  to  final 
settlement,  to  require  additional  infor¬ 
mation  concerning  such  inventory,  to 
contest  its  allocability  to  the  terminated 
portion  of  the  contract,  or  to  exclude 
such  inventory  from  the  settlement  on 
any  proper  grounds. 

(b)  If,  prior  to  final  settlement,  the 
Government  determines  that  any  por¬ 
tion  of  the  termination  inventory  is  not 
allocable  to  the  terminated  contract  or 
should  be  excluded  from  the  settlement 
on  any  other  grounds,  the  cost  thereof, 
and  any  credits  related  thereto,  shall  be 
excluded  from  the  settlement.  If  the 
contractor  has  actually  paid  to  the  Gov¬ 
ernment  the  proceeds  realized  from  the 
disposition  of  such  inventory,  the  Gov¬ 
ernment  shall  repay  such  proceeds  to  the 
contractor.  If  such  inventory  has  been 
delivered  to  the  Government,  normally  it 
should  be  returned  to  the  contractor  at 
the  contractor’s  expense  and  risk. 

§  1—8.515  Accounting  for  termination 
inventory. 

(a)  Prior  to  final  settlement  with  the 
prime  contractor,  all  termination  in¬ 
ventory  of  the  prime  contractor  and  his 
subcontractors  must  be  accounted  for  as 
follows: 

(1)  By  purchase  or  retention  at  cost 
by  the  contractor  or  subcontractor,  or  by 
return  to  suppliers,  and  omission  or 
withdrawal  of  such  inventory  from  the 
contractor’s  inventory  schedules; 

(2)  By  transfer  to  the  Government; 

(3)  By  donation; 

(4)  By  sale  (including  purchase  or 
retention  at  less  than  cost  by  the  con¬ 
tractor  or  subcontractor)  and  applica¬ 


tion  of  the  proceeds  or  agreed  value  in 
reduction  of  the  contractor’s  claim,  or 
otherwise  to  the  credit  of  the  Govern¬ 
ment; 

(5)  By  destruction  or  abandon¬ 
ment;  or 

-  (6)  By  other  disposition  in  accord¬ 
ance  with  the  terms  of  the  contract  and 
of  this  Part  1-8. 

(b)  In  the  event  that  any  termination 
inventory  not  disposed  of  is  lost,  de¬ 
stroyed,  damaged,  or  for  any  reason  can¬ 
not  be  delivered  by  the  contractor  at  the 
time  of  settlement  of  his  termination 
claim,  such  termination  inventory,  unless 
the  Government  has  expressly  assumed 
the  risk  involved  or  unless  the  contract 
provides  otherwise,  shall  be  accounted 
for  as  inventory  purchased  or  retained 
by  the  contractor,  and  the  fair  value  of 
the  inventory,  as  determined  by  the  con¬ 
tracting  officer,  shall  be  deducted  from 
the  termination  claim. 

Support  1—8.6 — Termination  for 
Default 

§  1—8.600  Scope  of  subpart. 

This  subpart  sets  forth  policies  and 
procedures  for  the  utilization  and  appli¬ 
cation  of  the  Default  clause  set  forth  in 
§  1-8.707  for  fixed-price  supply  contracts 
the  Termination  for  Default-Damages 
for  Delay -Time  Extensions  clauses  set 
forth  in  §  1-8.709  for  fixed-price  con¬ 
struction  contracts,  the  Default  clause 
set  forth  in  §  1-8.710  for  certain  fixed- 
price  research  and  development  con¬ 
tracts,  and  the  Termination  for  De¬ 
fault  or  for  Convenience  of  the 
Government  clause  set  forth  in  §  1-8.702 
for  cost-reimbursement  type  contracts. 
The  scope  of  this  subpart  does  not  in¬ 
clude  default  with  respect  to  individual 
purchase  orders  issued  under  Federal 
Supply  Schedule  contracts,  for  which 
there  are  special  instructions  in  section 
303.03,  Chapter  n.  Title  I,  Personal 
Property  Management,  Regulations  of 
the  General  Services  Administration. 

§  1—8.601  General. 

(a)  Termination  for  default  is  gen¬ 
erally  the  exercise  of  a  contractual  right 
of  the  Government  to  terminate,  in  whole 
or  in  part,  the  contractor’s  right  to  pro¬ 
ceed  by  reason  of  his  failure,  actual  or 
anticipatory,  to  perform  his  obligations 
under  the  contract. 

(b)  If  the  contract  provides  for  its 
termination  for  convenience  of  the  Gov¬ 
ernment  and  if,  after  issuance  of  a  notice 
of  termination  for  default  under  one  of 
the  clauses  set  forth  in  §  1-8.702, 
§  1-8.707,  §  1-8.709-1,  or  §  1-8.710,  it  is 
determined  for  any  reason  that,  under 
the  provisions  of  the  clause,  the  con¬ 
tractor  was  not  in  default  or  that  the 
default  was  excusable,  each  of  the 
clauses  provides  that  the  notice  of  ter¬ 
mination  shall  be  deemed  to  have  been 
issued  under  the  termination  for  con¬ 
venience  provisions  of  the  contract,  and 
that  the  rights  and  obligations  of  the 
parties  shall  be  governed  accordingly. 

(c)  If  no  termination  for  convenience 
clause  is  included  in  the  contract  and  if, 
after  issuance  of  a  notice  of  termination 
for  default,  it  is  determined  for  any  rea- 
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son  that  the  contractor  was  not  in  de¬ 
fault  or  if,  in  connection  with  a  construc¬ 
tion  contract,  it  is  determined  that  the 
default  was  excusable,  each  of  the 
clauses  in  §§  1-8.707,  1-8.700-1,  and 
1-8.710  provides  that  the  contract  shall 
be  equitably  adjusted  to  compensate  for 
such  termination. 

(d)  Notwithstanding  the  provisions  of 

(b)  and  (c)  of  this  §  1-8.601,  the  con¬ 
tract  may  be  reinstated  by  mutual  agree¬ 
ment  where  the  contracting  officer  de¬ 
termines  that  such  reinstatement  is  in 
the  best  interest  of  the  Government. 

(e)  In  addition  to  the  termination 
rights  and  remedies  provided  in  the  con¬ 
tract  clauses  set  forth  in  §§  1-8.702, 
1-8.707.  1-8.709,  and  1-8.710,  the  Gov¬ 
ernment  may  in  appropriate  cases  pur¬ 
sue  termination  or  cancellation  rights 
and  remedies  provided  by  law  or  by  other 
clauses  of  the  contract. 

§  1—8.602  Default  termination  of  fixed- 
price  supply  contracts. 

§  1—8.602—1  The  Government's  right  to 
terminate  for  default. 

Under  contracts  containing  the  De¬ 
fault  clause  in  §  1-8.707,  the  Government 
has  the  right,  subject  to  the  notice  re¬ 
quirements  of  the  clause  with  respect 
to  (b)  and  (c)  of  this  §  1-8.602-1,  to  ter¬ 
minate  the  whole  or  any  part  of  the 
contract  for  default  if  the  contractor  (a) 
fails  to  make  delivery  of  the  supplies  or 
to  perform  the  services  within  the  time 
specified  in  the  contract,  (b)  fails  to 
perform  any  other  provision  of  the  con¬ 
tract,  or  (c)  fails  to  make  progress  so  as 
to  endanger  performance  of  the 
contract. 

§  1—8.602—2  Effect  of  termination  for 
default. 

(a)  Under  a  termination  for  default 
the  Government  is  not  liable  for  the 
contractor’s  costs  on  undelivered  work, 
and  is  entitled  to  the  repayment  of  any 
advance  payments  and  of  any  progress 
payments  applicable  to  such  work.  The 
Government  may  elect,  pursuant  to 
paragraph  (d)  of  the  Default  Clause  set 
forth  in  §  1-8.707,  to  require  the  con¬ 
tractor  to  transfer  title  and  deliver  to 
the  Government  completed  supplies  and 
manufacturing  materials,  in  the  manner 
and  to  the  extent  directed  by  the  con¬ 
tracting  officer.  The  contracting  offi¬ 
cer  shall  not  use  the  Default  clause  as 
authority  to  acquire  any  completed  sup¬ 
plies  or  manufacturing  materials  unless 
he  has  made  certain  that  the  Govern¬ 
ment  does  not  already  have  title  thereto 
under  some  other  provision  of  the  con¬ 
tract.  In  the  event  manufacturing  ma¬ 
terials  are  to  be  acquired  by  the  Gov¬ 
ernment  under  the  authority  of  the 
Default  Clause  for  the  purpose  of 
furnishing  the  materials  to  any  other 
contractor,  the  contracting  officer  shall 
take  such  action  only  after  giving  due 
consideration  to  the  difficulties  that  such 
contractor  may  encounter  in  making  use 
of  the  materials. 

(b)  Subject  to  the  provisions  of  (c) 
of  this  §  1-8.602-2,  the  Government 
shall  pay  to  the  contractor  the  contract 
price  for  any  completed  supplies,  and 
the  amount  agreed  upon  by  the  contract¬ 
ing  officer  and  the  contractor  for  any 


manufacturing  materials,  acquired  by 
the  Government  pursuant  to  the  Default 
clause. 

(c)  In  order  to  protect  the  Govern¬ 
ment  from  overpayment  for  any  com¬ 
pleted  supplies  or  manufacturing  mate¬ 
rials,  that  might  result  from  failure  to 
make  provision  for  the  Government’s 
potential  liability  to  laborers  and  mate¬ 
rialmen  for  lien  rights  outstanding 
against  such  supplies  or  materials  after 
the  Government  has  paid  the  contractor 
therefor,  the  contracting  officer  shall 
take  one  or  more  of  the  following  meas¬ 
ures  before  making  the  payment  referred 
to  in  (b)  of  this  §  1-8.602-2: 

(1)  Ascertain  whether  the  payment 
bonds,  if  any,  furnished  by  the  contrac¬ 
tor  are  adequate  to  satisfy  all  lienors’ 
claims;  or  whether  it  is  feasible  to  ob¬ 
tain  similar  bonds  to  cover  outstanding 
liens; 

(2)  Require  the  contractor  to  fur¬ 
nish  appropriate  statements  from  labor¬ 
ers  and  materialmen  disclaiming  any  lien 
rights  they  may  have  to  the  supplies  and 
materials; 

(3)  Obtain  appropriate  agreement 
by  the  Government,  the  contractor,  and 
lienors  assuring  release  of  the  Govern¬ 
ment  from  any  potential  liability  to  the 
contractor  or  lienors ; 

(4)  Withhold  from  the  amount  oth¬ 
erwise  due  for  the  supplies  of  materials 
such  amounts  as  the  contracting  officer 
determines  to  be  necessary  to  protect 
the  Government’s  interest,  but  only  if 
the  measures  set  forth  in  (1),  (2),  and 

(3)  cannot  be  accomplished  or  are 
otherwise  deemed  inadequate; 

(5)  Take  any  other  action  the  con¬ 
tracting  officer  deems  appropriate,  con¬ 
sidering  the  particular  circumstances 
and  the  degree  of  the  contractor’s  sol¬ 
vency. 

(d)  The  contractor  is  liable  to  the 
Government  for  any  excesss  costs  for 
supplies  and  services  procured  similar  to 
those  terminated  (see  §  1-8.602-6),  and 
for  any  other  damages  whether  or  not 
repurchase  is  effected  (see  §  1-8.602-7). 
However,  where  the  failure  to  perform 
arises  out  of  causes  which  are  excusable 
under  paragraph  (c)  of  the  clause  set 
forth  in  §  1-8.707,  the  contractor  shall 
not  be  liable  for  any  excess  costs. 

§  1—8.602—3  Procedure  in  case  of  de¬ 
fault. 

(a)  Subparagraph  (a)  (i)  of  the  De¬ 
fault  clause  covers  situations  where  the 
contractor  has  in  fact  defaulted  by  fail¬ 
ure  to  make  delivery  of  the  supplies  or 
to  perform  the  services  within  the  time 
specified  by  the  contract  or  any  extension 
thereof.  In  such  situations,  no  notice  of 
failure  by  the  contractor  or  of  the  possi¬ 
bility  of  termination  for  default  is  re¬ 
quired  by  the  terms  of  the  clause  to  be 
sent  to  the  contractor  prior  to  the  actual 
notice  of  termination ;  however,  to  avoid 
creating  a  situation  in  which  the  Gov¬ 
ernment  will  be  deemed  to  have  waived 
the  contract  delivery  date  without  a  new 
date  having  been  established,  a  prelimi¬ 
nary  notice  shall  be  sent  the  contractor 
setting  a  new  date  by  which  the  con¬ 
tractor  will  be  permitted  to  make  delivery 
or  complete  performance,  or  otherwise 
reserving  the  Government’s  rights  under 


the  Default  clause.  Dependent  upon  the 
circumstances  in  each  case,  such  a  pre¬ 
liminary  notice  (1)  shall  call  the  con¬ 
tractor’s  attention  to  his  contractual 
liabilities  should  the  contract  be  termi¬ 
nated  for  default  under  subparagraph 
(a)  (i)  of  the  clause,  (2)  may  request  an 
explanation  of  the  contractor’s  failure, 
(3)  may  state  that  failure  of  the  con¬ 
tractor  to  present  such  explanation  may 
be  taken  as  an  admission  that  no  valid 
explanation  exists,  and  (4)  may  invite 
the  contractor  to  discuss  the  matter  at 
a  conference. 

(b)  Subparagraph  (a)  (ii)  of  the  De¬ 
fault  clause  covers  situations  in  which 
the  contractor  fails  to  perform  any  of 
the  other  provisions  of  the  contract  (such 
as  not  furnishing  a  required  perform¬ 
ance  bond)  or  so  fails  to  make  progress 
as  to  endanger  performance  of  the  con¬ 
tract  in  accordance  with  its  terms.  In 
either  of  such  situations,  the  contracting 
officer  must  formally  notify  the  con¬ 
tractor  of  such  failure  and  allow  at  least 
10  days  for  cure  of  the  failure  before 
issuing  a  termination  notice.  Such  noti¬ 
fication  shall  set  forth  in  concise  but 
complete  form  all  of  the  provisions  of 
the  contract  which  the  contractor  has 
failed  to  meet,  or  a  summary  of  the  find¬ 
ings  which  have  demonstrated  that  the 
contractor  has  failed  to  make  acceptable 
progress  in  the  performance  of  the  con¬ 
tract,  or  both.  The  extent  of  detail  to 
be  included  will  vary  depending  upon 
the  nature  and  amount  of  previous  cor¬ 
respondence  with  the  supplier;  but  any 
such  previous  correspondence  relied  upon 
shall  be  specifically  referenced  in  the 
preliminary  notice.  The  preliminary  no¬ 
tice  (1)  shall  state  that  a  notice  of 
termination  for  default  may  be  issued 
upon  expiration  of  the  10-day  (or  longer) 
period  unless  the  failure  to  perform  or 
to  make  adequate  progress  toward  per¬ 
formance  has  been  cured,  (2)  shall  call 
the  contractor’s  attention  to  his  con¬ 
tractual  liabilities  in  the  event  the  con¬ 
tract  is  terminated  for  default,  (3)  shall 
request  an  explanation  of  the  contrac¬ 
tor’s  failure  to  perform  the  contract,  (4) 
may  state  that  failure  of  the  contractor 
to  present  such  explanation  may  be  taken 
as  an  admission  that  no  valid  explana¬ 
tion  exists,  and  (5)  may  invite  the  con¬ 
tractor  to  discuss  the  matter  at  a 
conference. 

(c)  The  contracting  officer  shall  con¬ 
sider  the  following  factors  in  determin¬ 
ing  whether  to  terminate  a  contract  for 
default: 

(1)  The  provisions  of  the  contract 
and  applicable  laws  and  regulations; 

(2)  The  specific  failure  of  the  con¬ 
tractor  and  the  excuses,  if  any,  made 
by  the  contractor  for  such  failure; 

(3)  The  availability  of  the  supplies 
or  services  from  other  sources; 

(4)  The  urgency  of  the  need  for  the 
supplies  or  services  and  the  period  of 
time  which  would  be  required  to  obtain 
the  supplies  or  services  from  other 
sources  as  compared  with  the  time  in 
which  delivery  could  be  obtained  from 
the  delinquent  contractor; 

(5)  The  degree  of  essentiality  of 
the  contractor  in  the  Government  pro¬ 
curement  program  and  the  effect  of  * 
termination  for  default  upon  the  con- 
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tractor’s  capability  as  a  supplier  under 
other  contracts; 

(6)  The  effect  of  a  termination  for 
default  on  the  ability  of  the  contractor 
to  liquidate  guaranteed  loans,  progress 
payments,  or  advance  payments; 

(7)  The  availability  of  funds  to  fi¬ 
nance  repurchase  costs  which  may  prove 
to  be  uncollectible  from  the  defaulted 
contractor,  and  the  availability  of  funds 
to  finance  termination  costs  if  the  de¬ 
fault  is  determined  to  be  excusable;  and 

(8)  Any  other  pertinent  facts  and 
circumstances. 

(d)  If,  after  compliance  with  the  pro¬ 
cedures  in  (a)  through  (c)  of  this 
§  1-8.602-3,  the  contracting  officer  de¬ 
termines  .  that  termination  for  default 
is  proper,  he  shall  issue  a  notice  of  ter¬ 
mination  which  shall: 

(1)  Set  forth  the  contract  number 
and  date; 

(2)  Describe  the  acts  or  omissions 
constituting  the  default; 

(3)  State  that  the  contractor’s  right 
to  proceed  furthef  with  performance  of 
the  contract  (or  a  specified  portion  of 
the  contract)  is  terminated; 

(4)  If  the  contracting  officer  has  not 
determined  whether  the  failure  to  per¬ 
form  is  excusable,  state  that  the  sup¬ 
plies  or  services  terminated  may  be 
procured  against  the  contractor’s  ac¬ 
count,  and  that  the  contractor  may  be 
held  liable  for  any  excess  costs; 

(5)  If  the  contracting  officer  has 
determined  that  the  failure  to  perform 
is  not  excusable,  state  that  the  notice  of 
termination  constitutes  such  decision 
and  state  that  the  contractor  will  be  held 
liable  for  any  excess  costs,  and  also  state 
that  the  contractor  has  the  right  to  ap¬ 
peal  such  decision  under  the  Disputes 
clause. 

(6)  State  that  the  Government  re¬ 
serves  all  rights  and  remedies  provided 
by  law  or  under  the  contract,  in  addi¬ 
tion  to  charging  excess  costs;  and 

(7)  State  that  the  notice  constitutes 
a  decision  that  the  contractor  is  in  de¬ 
fault  as  specified  and  that  the  con¬ 
tractor  has  the  right  to  appeal  under  the 
Disputes  clause. 

(e)  The  same  distribution  shall  be 
made  of  the  termination  notice  as  was 
made  of  the  contract.  In  addition,  a 
copy  shall  be  furnished  to  the  surety,  if 
any,  and  the  procuring  activity’s  fiscal 
office  shall  be  advised  to  withhold  further 
payments  under  the  terminated  contract 
pending  additional  instructions  which 
shall  be  given  when  sufficient  informa¬ 
tion  is  available. 

(f)  If  the  contracting  officer  deter¬ 
mines  before  issuance  of  the  notice  of 
termination  that  the  contractor’s  failure 
to  perform  arose  from  causes  beyond  his 
control  and  without  his  fault  or  negli¬ 
gence  and  that  termination  is  in  the 
best  interest  of  the  Government,  the  con¬ 
tracting  officer  shall  either  terminate  the 
contract  for  convenience  where  the  con¬ 
tract  contains  a  termination  for  con¬ 
venience  clause  or  terminate  the  con¬ 
tract  for  default,  without  assessing 
excess  costs,  where  the  contract  does  not 
contain  a  termination  for  convenience 
clause. 

(g)  If  the  contracting  officer  has  not 
keen  able  to  determine,  prior  to  issuance 


of  the  notice  of  termination,  whether  the 
contractor’s  failure  to  perform  arose 
from  causes  beyond  his  control  and  with¬ 
out  his  fault  or  negligence,  he  shall  make 
a  written  decision  on  that  point  as  soon 
as  practicable  after  issuance  of  the  no¬ 
tice  of  termination.  Such  decision  shall 
be  delivered  promptly  to  the  contractor 
with  a  notification  that  he  has  the  right 
to  appeal  the  decision  as  specified  in  the 
Disputes  clause.  (See  §  1-8.601  (b)  with 
respect  to  the  situation  where  the  con¬ 
tract  contains  a  termination  for  conveni¬ 
ence  clause  and  the'  causes  of  the  failure 
to  perform  are  excusable.) 

§  1—8.602—4  Procedure  in  lieu  of  termi¬ 
nation  for  default. 

The  following  courses  of  action,  among 
others,  are  available  to  the  contracting 
officer  in  lieu  of  termination  for  default, 
when  in  the  best  interest  of  the  Govern¬ 
ment: 

(a)  Permit  the  contractor,  his  surety, 
or  his  guarantor  to  continue  perform¬ 
ance  of  the  contract  under  a  revised  de¬ 
livery  schedule; 

(b)  Permit  the  contractor  to  continue 
performance  of  the  contract  by  means 
of  a  subcontract  or  other  business  ar¬ 
rangement  with  an  acceptable  third 
party,  provided  the  rights  of  the  Govern¬ 
ment  are  adequately  preserved;  or 

(c)  If  the  requirement  for  the  supplies 
and  services  specified  in  the  contract  no 
longer  exists  and  the  contractor  is  not 
liable  to  the  Government  for  damages 
as  provided  in  §  1-8.602-7,  execute  a  no- 
cost  termination  settlement  agreement 
utilizing  the  formats  set  forth  in  §§  1- 
8.806-6  and  1-8.806-7  as  a  guide. 

§  1—8.602—5  Documentation  in  contract 
file. 

In  all  cases  where  a  contract  is  termi¬ 
nated  for  default  or  where  a  procedure 
authorized  by  §  1-8.602-4  is  followed,  the 
contract  file  shall  be  well  documented 
to  explain  fully  the  reasons  for  the  action 
taken. 

§  1—8.602—6  Repurchase  against  con¬ 
tractor's  account. 

(a)  Where  the  supplies  or  services  are 
still  required  after  termination  and  the 
contractor  is  liable  for  excess  costs,  re¬ 
purchase  of  supplies  or 'services  which 
are  the  same  as  or  similar  to  those  called 
for  in  the  contract  shall  be  made  against 
the  contractor’s  account  as  soon  as  prac¬ 
ticable  after  termination.  Such  repur¬ 
chase  shall  be  at  as  reasonable  a  price 
as  practicable  considering  the  quality  re¬ 
quired  by  the  Government  and  the  time 
within  which  the  supplies  or  services  are 
required.  The  contract  of  repurchase 
may  be  made  for  a  quantity  in  excess  of 
the  undelivered  quantity  terminated 
for  default,  when  such  excess  quantity 
is  needed,  (so  long  as  this  does  not  result 
in  paying  a  higher  unit  price  than  avail¬ 
able  for  the  undelivered  quantity)  but 
excess  cost  may  be  charged  against  the 
defaulting  contractor  for  no  more  than 
the  undelivered  quantity  terminated  for 
default  (including  variations  in  quantity 
permitted  by  the  terminated  contract). 

(b)  If  the  repurchase  is  for  a  quantity 
not  in  excess  of  the  undelivered  quantity 
terminated  for  default,  the  legal  require¬ 


ments  with  respect  to  formal  adver¬ 
tising  are  inapplicable.  However,  the 
contracting  officer  shall  use  formal  ad¬ 
vertising  procedures  except  where  there 
is  good  reason  to  negotiate.  If  the  con¬ 
tracting  officer  decides  to  negotiate  the 
repurchase  contract,  he  shall  note  the 
reason  in  the  contract  file  and  shall  iden¬ 
tify  the  procurement  as  a  repurchase 
in  accordance  with  the  provisions  of 
the  Default  clause  in  the  defaulted  con¬ 
tract.  If  the  repurchase  is  for  a  quantity 
in  excess  of  the  undelivered  quantity  ter¬ 
minated  for  default  for  the  purpose  of 
determining  whether  advertising  or  ne¬ 
gotiation  should  be  used,  the  entire  quan¬ 
tity  shall  be  treated  as  new  procurement. 

(c)  If  repurchase  is  effected  at  a  price 
in  excess  of  the  price  of  the  supplies 
terminated,  the  contracting  officer  shall 
make  a  written  demand  on  the  contrac¬ 
tor  for  the  total  amount  of  such  excess. 
If  the  contractor  fails  to  make  payment, 
the  contracting  officer  shall  follow 
agency  procedures  for  collecting  claims 
in  favor  of  the  Government. 

§  1—8.602—7  Other  damages. 

(a)  If  a  contract  is  terminated  for 
default  or  if  a  course  of  action  in  lieu 
of  termination  for  default  is  followed 
(see  §  1-8.602-4) ,  the  contracting  officer 
shall  promptly  ascertain  and  make  de¬ 
mand  for  any  liquidated  damages  to 
which  the  Government  may  be  entitled 
under  the  contract.  Pursuant  to  the 
contract  provisions  for  liquidated  dam¬ 
ages  in  §  1-1.315-3,  such  damages  are  in 
addition  to  any  excess  cost  of  reprocure¬ 
ment. 

(b)  If  the  Government  has  suffered 
any  other  ascertainable  damages  as  a 
result  of  the  contractor’s  default,  the 
contracting  officer  shall,  on  the  basis  of 
legal  advice,  take  appropriate  action  to 
assert  the  Government’s  claim  for  such 
damages. 

§  1—8.603  Default  termination  of  fixed- 
price  construction  contracts. 

§  1—8.603—1  Termination  of  the  con¬ 
tractor's  right  to  proceed. 

Under  contracts  containing  either  of 
the  Termination  for  Default-Damages 
for  Delay-Time  Extensions  clauses  set 
forth  in  §  1-8.709,  the  Government  has 
the  right,  to  the  extent  provided  in  such 
clauses,  to  terminate  the  contractor’s 
right  to  proceed  with  the  work,  or  any 
separable  part  thereof,  if  the  contractor 
does  not  prosecute  the  work  required  by 
the  contract  with  such  diligence  as  will 
insure  its  completion,  or  fails  to  com¬ 
plete  it,  within  the  time  specified  in  the 
contract  or  any  extension  thereof. 

§  1-8.603—2  Effect  of  termination  for 
default. 

If  a  contractor’s  right  to  proceed  is 
terminated  for  default,  the  Government 
may  take  over  and  complete  the  work 
or  cause  it  to  be  completed  and  the  con¬ 
tractor  and  his  sureties  shall  be  liable 
to  the  Government  for  any  increased 
costs  caused  thereby.  If  the  contract 
contains  the  clause  set  forth  in  §  1-8.- 
709-1,  the  contractor  and  his  sureties 
shall,  in  addition  to  increased  costs  in 
completing  the  work,  be  liable  for  liqui¬ 
dated  damages  if  liquidated  damages  are 
provided  in  the  contract,  or  for  actual 
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damages  if  liquidated  damages  are  not 
so  provided. 

§  1— 8.603— 3  Procedure  in  case  of  de¬ 
fault. 

(a)  The  contracting  officer  shall  con¬ 
sider  the  following  factors  in  determin¬ 
ing  whether  to  terminate  a  contract  for 
default: 

(1)  The  provisions  of  the  contract 
and  applicable  laws  and  regulations; 

(2)  The  specific  failure  of  the  con¬ 
tractor  and  excuses,  if  any,  made  by  the 
contractor  for  such  failure; 

(3)  The  period  of  time  which  would 
be  required  for  the  Government  or  an-  - 
other  contractor  to  complete  the  work  as 
compared  to  the  time  required  for  com¬ 
pletion  by  the  delinquent  contractor; 

(4)  The  effect  of  a  termination  for 
default  on  the  ability  of  the  contractor 
to  liquidate  guaranteed  loans,  progress 
payments,  or  advance  payments; 

(5)  The  availability  of  funds  to  fi¬ 
nance  the  increased  cost  to  complete,  to 
the  extent  that  such  costs  may  not  be 
covered  by  surety  protection,  and  the 
availability  of  funds  to  finance  termina¬ 
tion  costs  should  it  subsequently  be  de¬ 
termined  that  the  delay  was  excusable; 
and 

(6)  Any  other  pertinent  facts  and 
circumstances. 

(b)  If  the  contracting  officer  deter¬ 
mines  that  the  contractor’s  failure  to 
perform  arises  from  causes  which  are 
excusable  under  the  terms  of  the  con¬ 
tract,  the  contracting  officer  shall  not 
terminate  the  contractor’s  right  to  pro¬ 
ceed,  nor  shall  he  charge  the  contractor 
with  liquidated  damages  (or  if  no  liqui¬ 
dated  damages,  then  actual  damages) 
because  of  any  delays  occasioned  by  such 
causes.  See  (b)  and  (c)  of  §  1-8.601 
regarding  action  to  be  taken  if  the  de¬ 
fault  is  determined  to  be  excusable  after 
issuance  of  the  notice  of  termination. 

(c)  If  the  contracting  officer  deter¬ 
mines  that  termination  for  default  is  in 
the  best  interest  of  the  Government,  he 
shall  promptly  send  a  written  notice  to 
the  contractor  terminating  his  right  to 
proceed.  The  notice  shall: 

(1)  Set  forth  the  contract  number 
and  date ; 

(2)  Describe  the  act  or  omissions, 
and  the  extent  of  the  resultant  delay, 
constituting  the  default; 

(3)  State  that  the  contractor’s  right 
to  proceed  further  with  performance  of 
the  contract  (or  of  a  specified  portion  of 
the  contract)  is  terminated; 

(4)  State  that  the  Government  may 
cause  the  contract  to  be  completed  and 
that  the  contractor  will  be  held  liable 
for  any  increased  costs; 

(5)  State  that  the  Government  re¬ 
serves  all  rights  and  remedies  provided 
by  law  or  under  the  contract,  in  addition 
to  charging  increased  costs; 

(6)  State  that  the  notice  constitutes 
a  decision,  pursuant  to  the  Disputes 
clause,  that  the  contractor  is  in  default 
as  specified  and  that  the  contracting 
officer  has  determined  that  the  delay  is 
not  excusable;  and 

(7)  State  that  the  contractor  has 
the  right  to  appeal  as  specified  in  the 
Disputes  clause. 


(d)  The  same  distribution  shall  be 
made  of  the  termination  notice  as  was 
made  of  the  contract.  In  addition,  a 
copy  shall  be  furnished  to  the  surety, 
and  the  procuring  activity’s  fiscal  office 
shall  be  advised  to  withhold  further 
payments  under  the  terminated  contract 
pending  additional  instructions  which 
shall  be  given  when  sufficient  informa¬ 
tion  is  available. 

(e)  Promptly  after  issuance  of  the 
termination  notice,  the  contracting  of¬ 
ficer  shall  determine  the  manner  in 
which  the  work  is  to  be  completed  and 
whether  the  materials,  appliances,  and 
plant  which  are  on  the  site  will  be 
needed. 

§  1—8.603—4  Dealings  with  surety — take 
over  agreements. 

(a)  By  reason  of  the  surety’s  liability 
for  damages  resulting  from  the  contrac¬ 
tor’s  default,  the  surety  has  certain 
rights  and  interests  in  connection  with 
the  completion  of  the  contract  work  and 
the  application  of  the  undisbursed  funds 
available  therefor.  An  expenditure  in 
excess  of  the  amount  reasonably  neces¬ 
sary  for  completion  or  a  diversion  of 
funds  to  other  use  may  result  in  reduc¬ 
ing  the  surety’s  liability.  Because  of 
such  interests  of  the  surety,  proposals  by 
the  surety  concerning  the  completion  of 
the  work  should  be  given  due  considera¬ 
tion,  and  the  decision  as  to  the  action 
to  be  taken  shall  be  made  on  the  basis 
of  the  best  interest  of  the  Government, 
including  the  possible  effect  of  such 
action  upon  the  Government’s  rights 
against  the  surety. 

(b)  Where  the  surety  desires  to  com¬ 
plete  the  contract  work,  completion  by 
the  surety  should  normally  be  permitted 
unless  the  contracting  officer  has  rea¬ 
son  to  believe  that  the  persons,  firms, 
or  corporations  by  whom  the  surety  pro¬ 
poses  to  have  the  work  done  are  so  in¬ 
competent  or  unqualified  that  the  in¬ 
terests  of  the  Government  would  be 
substantially  prejudiced  by  their  efforts. 

(c)  Because  of  the  possibility  of  con¬ 
flicting  claims  to  unpaid  prior  earnings 
(retained  percentages  or  amounts  rep¬ 
resenting  unpaid  progress  estimates)  of 
the  defaulting  contractor,  the  surety  may 
condition  its  offer  of  completion  upon 
the  execution  by  the  Government  of  a 
“take  over”  agreement  fixing  the  surety’s 
rights  to  payment  from  such  funds.  In 
that  event  the  contracting  officer  may  in 
his  discretion  (but  not  before  the  effec¬ 
tive  date  of  termination)  enter  into  a 
written  agreement  with  the  surety. 
Further,  consideration  should  be  given 
to  having  the  agreement  include  both 
the  surety  and  the  defaulting  contractor 
in  order  to  eliminate  any  disagreement 
as  to  the  contractor’s  residual  rights, 
such  as  claims  to  unpaid  prior  earnings. 
The  agreement  shall  provide  that  the 
surety  will  undertake  to  complete  the 
work  required  by  the  contract  in  accord¬ 
ance  with  all  the  terms  and  conditions 
of  the  contract,  and  that  the  Govern¬ 
ment  will  pay  the  surety  in  the  manner 
provided  by  the  contract,  but  not  in 
excess  of  the  surety’s  costs  and  expenses, 
the  balance  of  the  contract  price  unpaid 
at  the  time  of  default;  subject,  however, 
to  the  following  conditions: 


(1)  Any  unpaid  earnings  of  the  de¬ 
faulting  contractor,  including  retained 
percentages  and  progress  estimates  for 
work  accomplished  prior  to  termination, 
shall  be  subject  to  claims  by  the  Govern¬ 
ment  against  the  contractor,  except  to 
the  extent  that  the  amount  thereof  may 
be  required  to  pay  to  the  completing 
surety  its  actual  costs  and  expenses  in¬ 
curred  in  the  completion  of  the  work, 
exclusive  of  its  payments  and  obligations 
under  the  payment  bond  given  in  con¬ 
nection  with  the  contract. 

(2)  Such  agreement  shall  not  waive 
or  release  the  Government’s  right  to 
liquidated  damages  for  delays  in  com¬ 
pletion  of  the  work,  except  to  the  extent 
that  such  delays  may  be  excused  under 
the  provisions  of  the  contract. 

(3)  If  the  contract  proceeds  have 
been  assigned  to  a  financing  institution, 
the  surety  may  not  be  paid  from  retained 
percentages  or  amounts  representing 
unpaid  progress  estimates  earned  by  or 
payable  to  the  contractor  unless  the  as¬ 
signee  shall  consent  in  writing  to  such 
payment. 

(4)  In  no  event  shall  the  surety  be 
entitled  to  be  paid  any  amount  in  excess 
of  its  total  expenditures  necessarily 
made  in  completing  the  work  and  dis¬ 
charging  its  liabilities  under  the  payment 
bond  of  the  defaulting  contractor. 
Furthermore,  payments  to  the  surety  to 
reimburse  it  for  discharging  its  liabili¬ 
ties  under  the  payment  bond  of  the  de¬ 
faulting  contractor  shall  be  only  on  au¬ 
thority  of  (i)  mutual  agreement  between 
the  Government,  the  defaulting  contrac¬ 
tor,  and  the  surety,  or  (ii)  determina¬ 
tion  of  the  Comptroller  General  as  to 
payee  and  amount,  or  (iii)  order  of  a 
court  of  competent  jurisdiction. 

§  1—8.603—5  Procedure  in  lieu  of  termi¬ 
nation  for  default. 

If,  after  due  consideration,  the  con¬ 
tracting  officer  determines  that  termina¬ 
tion  is  not  in  the  best  interest  of  the  Gov¬ 
ernment  although  the  contractor  is  in 
default,  the  contracting  officer  may  per¬ 
mit  the  contractor  to  continue  the  work, 
and  the  contractor  and  his  sureties  shall 
be  liable  to  the  Government  for  liqui¬ 
dated  damages,  as  specified  in  the  con¬ 
tract,  or  if  liquidated  damages  are  not 
so  specified,  to  any  actual  damages  oc¬ 
casioned  by  the  failure  of  the  contractor 
to  complete  the  work  in  accordance  with 
the  terms  of  the  contract. 

§  1—8.603—6  Documentation  in  contract 

file. 

In  all  cases  where  a  contractor’s  right 
to  proceed  is  terminated  for  default  or 
where  the  procedure  authorized  by 
§  1-8.603-5  is  followed,  the  contract  file 
shall  be  well  documented  to  explain  fully 
the  reasons  for  the  action  taken. 

§  1-8.603—7  Liquidation  of  liability. 

In  accordance  with  the  provisions  of 
the  contract,  the  contractor  and  his 
surety  are  liable  to  the  Government  for 
resulting  damages.  All  retained  per¬ 
centages  of  progress  payments  previously 
made  to  the  contractor  and  any  progress 
payments  due  for  work  completed  prior 
to  the  termination  of  the  right  to  pro¬ 
ceed  shall  be  used  for  the  purpose  of 
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liquidating  the  liability  of  the  contractor 
and  his  surety  to  the  Government  for 
such  damages.  Where  the  retained  and 
unpaid  amounts  are  insufficient  to  liqui¬ 
date  such  liability,  steps  shall  be  taken 
to  recover  the  additional  sum  from  the 
contractor  and  his  surety. 

§  1—8.604  Default  termination  of  cost* 
reimbursement  type  contracts. 

(a)  Under  cost-reimbursement  type 
contracts  containing  the  Termination  for 
Default  or  for  Convenience  of  the  Gov¬ 
ernment  clause  in  §  1-8.702,  the  Govern¬ 
ment  has  the  right  to  terminate  the 
contract  for  default  for  the  reasons  con¬ 
tained  in  paragraph  (a)(1)  of  the 
clause. 

(b)  Settlement  of  a  cost-reimburse¬ 
ment  type  contract  terminated  for  de¬ 
fault  is  subject  to  the  principles  set  forth 
in  Subparts  1-8.2  and  1-8.4  and  is  per¬ 
formed  in  the  same  manner  and  with  the 
same  consequences  as  when  the  contract 
is  terminated  for  convenience  except: 

(1)  The  costs  of  preparing  the  con¬ 
tractor’s  settlement  proposal  are  not  al¬ 
lowable  (see  paragraph  (e)  (1)  (iii)  of 
the  clause  in  §  1-8.702) ;  and 

(2)  The  fixed  fee,  if  any,  is  paid  only 
with  respect  to  articles  delivered  and  ac¬ 
cepted  (see  paragraph  (e)  (1)  <iv)  (B)  of 
the  clause  in  §  1-8.702) . 

(c)  In  order  that  the  best  interests  of 
the  Government  will  be  served,  the  pro¬ 
cedures  set  forth  in  §§  1-8.602  and 
1-8.603  shall  be  used  to  the  extent  ap¬ 
propriate  in  considering  the  termination 
for  default  of  a  cost-reimbursement  type 
contract;  however,  a  cost-reimbursement 
type  contract  does  not  contain  any  pro¬ 
vision  for  recovery  of  excess  costs  of 
reprocurement  after  termination  for 
default. 

§  1—8.605  Default  termination  of  eer- 
tain  fixed-price  research  and  de¬ 
velopment  contracts. 

(a)  Under  fixed-price  research  and 
development  contracts  containing  the 
Default  clause  in  §  1-8.710,  the  Govern¬ 
ment  has  the  right  to  terminate  the  con¬ 
tract  for  default  under  the  conditions 
set  forth  in  the  clause. 

(b)  The  language  of  the  Default 
clause  in  §  1-8.710  closely  parallels  the 
wording  of  the  Default  clause  set  forth 
in  §  1-8.707  for  use  in  fixed-price  supply 
contracts.  That  being  the  case,  the 
guidelines  and  procedures  in  §  1-8.602 
are  generally  applicable  and  shall  be  fol¬ 
lowed  to  the  extent  appropriate  in  con¬ 
sidering  the  termination  for  default  of 
a  fixed-price  research  and  development 
contract  containing  the  Default  clause 
in  §  1-8.710. 

Subpart  1-8.7 — Clauses 

§  1-8.700  Scope  and  applicability  of 
subpart. 

§  1—8.700—1  Scope. 

This  subpart  contains  certain  contract 
clauses  related  to  the  termination  of 
contracts  ( 1 )  for  the  convenience  of  the 
Government,  and  (2)  for  default. 

§  1—8.700—2  Applicability. 

(a)  Termination  for  convenience 
clauses.  The  clauses  set  forth  in  §§  1— 
8.701  through  1-8.706  are  prescribed  for 
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use  in  accordance  with  this  §  1-8.700- 
2(a)  whenever  an  agency  considers  it 
necessary  or  desirable  to  provide  in  its 
contracts  for  termination  for  the  con¬ 
venience  of  the  Government.  When¬ 
ever  such  a  clause  is  to  be  included: 

(1)  In  any  fixed -price  contract  in 
excess  of  $2,500  for  (i)  supplies,  or  (ii) 
experimental,  developmental,  or  research 
work  where  a  profit  is  contemplated,  the 
clause  set  forth  in  §  1-8.701  shall  be 
used,  except  as  otherwise  permitted  by 
§  1-8.700-2 (a)  (2) ,  when  the  contract  is 
entered  into  by  formal  advertising  or  by 
negotiation. 

(2)  In  any  fixed -price  supply  con¬ 
tract  which  is  not  in  excess  of  $10,000, 
the  short-form  termination  clause  set 
forth  in  §1-8.705-1  is  authorized  for  use 
in  lieu  of  any  other  clause  providing  for 
termination  for  the  convenience  of  the 
Government.  The  short-form  clause  is 
also  authorized  for  use  in  any  service 
contract  (such  as  contracts  for  rental 
of  unreserved  garage  space  and  laundry 
and  dry-cleaning  services)  where  it  'is 
intended  that  a  termination  claim  will 
not  be  made  in  the  event  of  termina¬ 
tion  for  the  convenience  of  the  Govern¬ 
ment. 

(3)  In  any  cost-reimbursement  type 
contract  for  (i)  supplies,  or  (ii)  ex¬ 
perimental,  developmental,  or  research 
work  where  a  fee  is  contemplated,  the 
clause  set  forth  in  §  1-8.702  shall  be  used. 

(4)  In  any  fixed-price  or  cost-reim¬ 
bursement  type  contract  for  experi¬ 
mental,  developmental,  or  research  work 
placed  with  an  educational  or  nonprofit 
institution  on  a  no-fee  or  no-profit  basis, 
the  clause  set  forth  in  §  1-8.704-1  shall 
be  used. 

(5)  In  any  fixed-price  construction 
contract  estimated  to  exceed  $10,000,  the 
clause  set  forth  in  §  1-8.703  shall  be  used 
when  the  contract  is  entered  into  by 
formal  advertising  or  by  negotiation. 

(6)  In  any  fixed-price  construction 
contract  estimated  not  to  exceed  $10,000, 
the  clause  set  forth  in  §  1-8.705-2  shall 
be  used  when  the  contract  is  entered 
into  by  formal  advertising  or  by  nego¬ 
tiation. 

(7)  Suggested  clauses  for  use  in  cer¬ 
tain  subcontracts  are  covered  in  §§  1.8- 
704-2  and  1-8.706. 

(b)  Termination  for  default  clauses. 
(1)  In  any  fixed-price  supply  contract, 
the  clause  set  forth  in  §  1-8.707  shall  be 
used  when  the  contract  is  entered  into 
by  formal  advertising  and,  unless  inap¬ 
propriate,  should  be  used  when  the  con¬ 
tract  is  negotiated  (other  than  for  small 
purchases  made  in  accordance  with  Sub¬ 
part  1-3.6).  Pending  publication  of  a 
new  edition  of  Standard  Form  32  (to  re¬ 
place  the  September  1961  edition),  the 
last  sentence  of  paragraph  (e)  of  that 
clause  may  be  deleted  when  the  clause  is 
used  in  a  contract  which  contains  a 
clause  providing  for  termination  for  con¬ 
venience  of  the  Government,  and  regula¬ 
tions  of  agencies  may  so  provide. 

(2)  In  any  cost-reimbursement  type 
contract  for  (i)  supplies,  or  (ii)  experi¬ 
mental,  developmental,  or  research  work 
where  a  fee  is  contemplated,  the  clause 
set  forth  in  §  1-8.702  shall  be  used  when¬ 
ever  an  agency  considers  it  desirable  to 


provide  a  termination  for  default  clause 
in  such  a  contract. 

(3)  In  any  fixed-price  research  and 
development  contract  except  a  contract 
awarded  on  the  basis  of  no-profit  to  an 
educational  or  nonprofit  institution,  the 
clause  set  forth  in  §  1-8.710  shall  be  used 
whenever  an  agency  considers  it  desir¬ 
able  to  provide  a  termination  for  de¬ 
fault  clause  in  such  a  contract. 

(4)  In  any  fixed-price  construction 
contract  estimated  to  exceed  $10,000,  the 
clause  set  forth  in  §  1-8.709-1  shall  be 
used,  except  as  modified  by  the  footnote 
to  §  1-8.709-1,  when  the  contract  is  en¬ 
tered  into  pursuant  to  formal  advertis¬ 
ing.  The  clause  is  for  optional  use  in 
negotiated  contracts.  During  periods  of 
national  emergency,  agencies  may 
amend  paragraph  (d)  of  the  clause  as 
provided  in  §  l-16.404(e).  Furthermore, 
pending  publication  of  a  new  edition  of 
Standard  Form  23 A  (to  replace  the  April 
1961  edition),  the  last  sentence  of  para¬ 
graph  (e)  of  the  clause  set  forth  in 
§  1-8.709-1  may  be  deleted  when  the 
clause  is  used  in  a  contract  which  con¬ 
tains  a  clause  providing  for  termination 
for  convenience  of  the  Government,  and 
regulations  of  agencies  may  so  provide. 

(5)  In  any  fixed-price  construction 
contract  estimated  not  to  exceed  $10,000, 
the  clause  set  forth  in  §  1-8.709-2  shall 
be  used,  except  as  modified  by  the  foot¬ 
note  to  §  1-8.709-2,  when  the  contract 
is  entered  into  pursuant  to  formal  ad¬ 
vertising.  The  clause  is  for  optional  use 
in  negotiated  contracts. 

(c)  Excusable  delays  clause.  A  clause 
substantially  as  set  forth  in  §  1-8.708 
shall  be  used  in  a  contract  containing 
the  termination  clause  set  forth  in 
§  1-8.702. 

(d)  Special  termination  clauses.  Spe¬ 
cial  termination  clauses  may  be  used  in 
contracts  such  as  letter  contracts,  time 
and  materials  contracts,  labor-hour  con¬ 
tracts,  and  facilities  contracts  for  which 
no  clauses  are  prescribed  for  use  by  (a) 
and  (b)  of  this  §  1-8.700-2;  however,  the 
principles  set  forth  in  this  Part  1-8 
should  be  followed  to  the  extent  prac¬ 
ticable. 

§  1—8.701  Termination  clause  for  fixed. 

price  contracts. 

The  following  clause  is  applicable  as 
prescribed  in  §  1-8.700-2 (a)  (1) : 

Termination  for  Convenience  of  the 
Government 

(a)  The  performance  of  work  under  this 
contract  may  be  terminated  by  the  Govern¬ 
ment  in  accordance  with  this  clause  in 
whole,  or  from  time  to  time  in  part,  when¬ 
ever  the  Contracting  Officer  shall  determine 
that  such  termination  is  in  the  best  inter¬ 
est  of  the  Government.  Any  such  termina¬ 
tion  shall  be  effected  by  delivery  to  the 
Contractor  of  a  Notice  of  Termination  spec¬ 
ifying  the  extent  to  which  performance  of 
work  under  the  contract  is  terminated,  and 
the  date  upon  which  such  termination  be¬ 
comes  effective. 

(b)  After  receipt  of  a  Notice  of  Termina¬ 
tion,  and  except  as  otherwise  directed  by 
the  Contracting  Officer,  the  Contractor  shall : 

(1)  Stop  work  under  the  contract  on 
the  date  and  to  the  extent  specified  in  the 
Notice  of  Termination: 

(2)  Place  no  further  orders  or  subcon¬ 
tracts  for  materials,  services,  or  facilities, 
except  as  may  be  necessary  for  completion 
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of  such  portion  of  the  work  under  the  con¬ 
tract  as  is  not  terminated; 

(3)  Terminate  all  orders  and  subcon¬ 
tracts  to  the  extent  that  they  relate  to  the 
performance  of  work  terminated  by  the  No¬ 
tice  of  Termination; 

(4)  Assign  to  the  Government,  In  the 
manner,  at  the  times,  and  to  the  extent 
directed  by  the  Contracting  Officer,  all  of 
the  right,  title,  and  Interest  of  the  Contrac¬ 
tor  under  the  orders  and  subcontracts  so  ter¬ 
minated,  In  which  case  the  Government  shall 
have  the  right,  in  Its  discretion,  to  settle  or 
pay  any  or  all  claims  arising  out  of  the  termi¬ 
nation  of  such  orders  and  subcontracts; 

(5)  Settle  all  outstanding  liabilities  and 
all  claims  arising  out  of  such  termination  of 
orders  and  subcontracts,  with  the  approval 
or  ratification  of  the  Contracting  Officer,  to 
the  extent  he  may  require,  which  approval  or 
ratification  shall  be  final  for  all  the  purposes 
of  this  clause; 

(6)  Transfer  title  to  the  Government 
and  deliver  In  the  manner,  at  the  times,  and 
to  the  extent,  If  any,  directed  by  the  Con¬ 
tracting  Officer,  (1)  the  fabricated  or  unfab¬ 
ricated  parts,  work  In  process,  completed 
work,  supplies,  and  other  material  produced 
as  a  part  of  or  acquired  in  connection  with 
the  performance  of,  the  work  terminated  by 
the  Notice  of  Termination,  and  (ii)  the  com¬ 
pleted  or  partially  completed  plans,  draw¬ 
ings,  Information,  and  other  property  which, 
If  the  contract  had  been  completed,  would 
have  been  required  to  be  furnished  to  the 
Government; 

(7)  Use  his  best  efforts  to  sell,  in  the 
manner,  at  the  times,  to  the  extent,  and  at 
the  price  or  prices  directed  or  authorized  by 
the  Contracting  Officer,  any  property  of  the 
types  referred  to  in  (6)  above:  Provided, 
however.  That  the  Contractor  (i)  shall  not 
be  required  to  extend  credit  to  any  pur¬ 
chaser,  and  (ii)  may  acquire  any  such  prop¬ 
erty  under  the  conditions  prescribed  by  and 
at  a  price  or  prices  approved  by  the  Con¬ 
tracting  Officer:  And  provided  further.  That 
the  proceeds  of  any  such  transfer  or  dispo¬ 
sition  shall  be  applied  in  reduction  of  any 
payments  to  be  made  by  the  Government 
to  the  Contractor  under  this  contract  or 
shall  otherwise  be  credited  to  the  price  or 
cost  of  the  work  covered  by  this  contract  or 
paid  in  such  other  manner  as  the  Contract¬ 
ing  Officer  may  direct; 

(8)  Complete  performance  of  such  part 
of  the  work  as  shall  not  have  been  termi¬ 
nated  by  the  Notice  of  Termination;  and 

(9)  Take  such  action  as  may  be  neces¬ 
sary,  or  as  the  Contracting  Officer  may  di¬ 
rect,  for  the  protection  and  preservation  of 
the  property  related  to  this  contract  which 
is  in  the  possession  of  the  Contractor  and  in 
which  the  Government  has  or  may  acquire 
an  interest. 

At  any  time  after  expiration  of  the  plant 
clearance  period,  as  defined  in  Subpart 
1-8.1  of  the  Federal  Procurement  Regula¬ 
tions  (41  CFR  1-8.1) ,  as  the  definition  may  be 
amended  from  time  to  time,  the  Contractor 
may  submit  to  the  Contracting  Officer  a 
list,  certified  as  to  quantity  and  quality, 
of  any  or  all  items  of  termination  in¬ 
ventory  not  previously  disposed  of,  exclu¬ 
sive  of  items  the  disposition  of  which  has 
been  directed  or  authorized  by  the  Contract¬ 
ing  Officer,  and  may  request  the  Government 
to  remove  such  items  or  enter  into  a  storage 
agreement  covering  them.  Not  later  than 
fifteen  (15)  days  thereafter,  the  Government 
will  accept  title  to  such  items  and  remove 
them  or  enter  into  a  storage  agreement  cov¬ 
ering  the  same:  Provided,  That  the  list  sub¬ 
mitted  shall  be  subject  to  verification  by  the 
Contracting  Officer  upon  removal  of  the 
items  or,  if  the  items  are  stored,  within 
forty-five  (45)  days  from  the  date  of  sub¬ 
mission  of  the  list,  and  any  necessary  ad¬ 
justment  to  correct  the  list  as  submitted 
shall  be  made  prior  to  final  settlement. 


(c)  After  receipt  of  a  Notice  of  Termina¬ 
tion,  the  Contractor  shall  submit  to  the 
Contracting  Officer  his  termination  claim,  in 
the  form  and  with  certification  prescribed  by 
the  Contracting  Officer.  Such  claim  shall  be 
submitted  promptly  but  in  no  event  later 
than  one  year  from  the  effective  date  of 
termination,  unless  one  or  more  exten¬ 
sions  in  writing  are  granted  by  the  Contract¬ 
ing  Officer  upon  request  of  the  Contractor 
made  in  writing  within  such  one-year  period 
or  authorized  extension  thereof.  However, 
if  the  Contracting  Officer  determines  that 
the  facts  Justify  such  action,  he  may  re¬ 
ceive  and  act  upon  any  such  termination 
claim  at  any  time  after  such  one-year  period 
or  any  extension  thereof.  Upon  failure  of 
the  Contractor  to  submit  his  termination 
claim  within  the  time  allowed,  the  Contract¬ 
ing  Officer  may,  subject  to  any  review 
required  by  the  contracting  agency’s  pro¬ 
cedures  in  effect  as  of  the  date  of  execution 
of  this  contract,  determine,  on  the  basis  of 
information  available  to  him,  the  amount,  if 
any,  due  to  the  Contractor  by  reason  of  the 
termination  and  shall  thereupon  pay  to  the 
Contractor  the  amount  so  determined. 

(d)  Subject  to  the  provisions  of  paragraph 
(c),  and  subject  to  any  review  required  by 
the  contracting  agency’s  procedures  in  effect 
as  of  the  date  of  execution  of  this  contract, 
the  Contractor  and  the  Contracting  Officer 
may  agree  upon  the  whole  or  any  part  of 
the  amount  or  amounts  to  be  paid  to  the 
Contractor  by  reason  of  the  total  or  partial 
termination  of  work  pursuant  to  this  clause, 
which  amount  or  amounts  may  include  a 
reasonable  allowance  for  profit  on  work  done: 
Provided,  That  such  agreed  amount  or 
amounts,  exclusive  of  settlement  costs,  shall 
not  exceed  the  total  contract  price  as  reduced 
by  the  amount  of  payments  otherwise  made 
and  as  further  reduced  by  the  contract  price 
of  work  not  terminated.  The  contract  shall 
be  amended  accordingly,  and  the  Contractor 
shall  be  paid  the  agreed  amount.  Nothing 
in  paragraph  (e)  of  this  clause,  prescribing 
the  amount  to  be  paid  to  the  Contractor  in 
the  event  of  failure  of  the  Contractor  and  the 
Contracting  Officer  to  agree  upon  the  whole 
amount  to  be  paid  to  the  Contractor  by  rea¬ 
son  of  the  termination  of  work  pursuant  to 
this  clause,  shall  be  deemed  to  limit,  restrict, 
or  otherwise  determine  or  affect  the  amount 
or  amounts  which  may  be  agreed  upon  to 
be  paid  to  the  Contractor  pursuant  to  this 
paragraph  (d) . 

(e)  In  the  event  of  the  failure  of  the 
Contractor  and  the  Contracting  Officer  to 
agree  as  provided  in  paragraph  (d)  upon  the 
whole  amount  to  be  paid  to  the  Contractor  by 
reason  of  the  termination  of  work  pursuant 
to  this  clause,  the  Contracting  Officer  shall, 
subject  to  any  review  required  by  the  con¬ 
tracting  agency’s  procedures  in  effect  as  of 
the  date  of  execution  of  this  contract,  deter¬ 
mine,  on  the  basis  of  information  available 
to  him,  the  amount,  if  any,  due  to  the  Con¬ 
tractor  by  reason  of  the  termination  and 
shall  pay  to  the  Contractor  the  amounts  de¬ 
termined  as  follows : 

(1)  For  completed  supplies  accepted  by 
the  Government  (or  sold  or  acquired  as  pro¬ 
vided  in  paragraph  (b)(7)  above)  and  not 
theretofore  paid  for,  a  sum  equivalent  to  the 
aggregate  price  for  such  supplies  computed 
in  accordance  with  the  price  or  prices  speci¬ 
fied  in  the  contract,  appropriately  adjusted 
for  any  saving  of  freight  or  other  charges; 

(2)  The  total  of — 

(i)  The  costs  incurred  in  the  per¬ 
formance  of  the  work  terminated,  including 
initial  costs  and  preparatory  expense  al¬ 
locable  thereto,  but  exclusive  of  any  costs 
attributable  to  supplies  paid  or  to  be  paid 
for  under  paragraph  (e)  (1)  hereof; 

(ii)  The  cost  of  settling  and  paying 
claims  arising  out  of  the  termination  of  work 
under  subcontracts  or  orders,  as  provided  in 
paragraph  (b)  (5)  above,  which  are  properly 
chargeable  to  the  terminated  portion  of  the 


contract  (exclusive  of  amounts  paid  or  pay¬ 
able  on  account  of  supplies  or  materials  de¬ 
livered  or  services  furnished  by  subcontrac¬ 
tors  or  vendors  prior  to  the  effective  date  of 
the  Notice  of  Termination,  which  amounts 
shall  be  included  in  the  costs  payable  under 

(1)  above);  and 

(iii)  A  sum,  as  a  profit,  equal  to  2 
percent  of  that  part  of  the  amount  deter¬ 
mined  under  (i)  above  which  represents  the 
cost  of  articles  and  materials  not  processed 
by  the  Contractor,  plus  a  sum  equal  to  8 
percent  of  the  remainder  of  such  amount, 
but  the  aggregate  of  such  sums  shall  not 
exceed  6  percent  of  the  whole  of  the  amount 
determined  under  (i)  above:  Provided,  how¬ 
ever,  That  if  it  appears  that  the  Contractor 
would  have  sustained  a  loss  on  the  entire 
contract  had  it  been  completed,  no  profit 
shall  be  included  or  allowed  under  this  sub¬ 
division  (iii)  and  an  appropriate  adjustment 
shall  be  made  reducing  the  amount  of  the 
settlement  to  reflect  the  indicated  rate  of 
loss;  and 

(3)  The  reasonable  costs  of  settlement, 
including  accounting,  legal,  clerical,  and 
other  expenses  reasonably  necessary  for  the 
preparation  of  settlement  claims  and  sup¬ 
porting  data  with  respect  to  the  terminated 
portion  of  the  contract  and  for  the  termina¬ 
tion  and  settlement  of  subcontracts  thereun¬ 
der,  together  with  reasonable  storage,  trans- 
portion,  and  other  costs  incurred  in 
connection  with  the  protection  or  disposi¬ 
tion  of  property  allocable  to  this  contract. 

The  total  sum  to  be  paid  to  the  Contractor 
under  (1)  and  (2)  of  this  paragraph  (e) 
shall  not  exceed  the  total  contract  price  as 
reduced  by  the  amount  of  payments  other¬ 
wise  made  and  as  further  reduced  by  the  con¬ 
tract  price  of  work  not  terminated.  Except 
for  normal  spoilage,  and  except  to  the  extent 
that  the  Government  shall  have  otherwise 
expressly  assumed  the  risk  of  loss,  there  shall 
be  excluded  from  the  amounts  payable  to 
the  Contractor  as  provided  in  (e)(1)  and 

(2)  (i)  above,  the  fair  value,  as  determined 
by  the  Contracting  Officer,  of  property  which 
is  destroyed,  lost,  stolen,  or  damaged  so  as 
to  become  undeliverable  to  the  Government, 
or  to  a  buyer  pursuant  to  paragraph  (b)  (7). 

(f)  Any  determination  of  costs  under  par¬ 
agraph  (c)  or  (e)  hereof  shall  be  governed 
by  the  principles  for  consideration  of  costs 

se  forth  in _ ,l  as  in  effect  on  the 

date  of  this  contract. 

(g)  The  Contractor  shall  have  the  right  of 
appeal,  under  the  clause  of  this  contract  en¬ 
titled  “Disputes,”  from  any  determination 
made  by  the  Contracting  Officer  under  para¬ 
graph  (c)  or  (e)  above,  except  that,  if  the 
Contractor  has  failed  to  submit  his  claim 
within  the  time  provided  in  paragraph  (c) 
above  and  has  failed  to  request  extension  of 
such  time,  he  shall  have  no  such  right  of 
appeal.  In  any  case  where  the  Contracting 
Officer  has  made  a  determination  of  the 
amount  due  under  paragraph  (c)  or  (e) 
above,  the  Government  shall  pay  to  the  Con¬ 
tractor  the  following:  (1)  if  there  is  no  right 
of  appeal  hereunder  or  if  no  timely  appeal 
has  been  taken,  the  amount  so  determined 
by  the  Contracting  Officer;  or  (2)  if  an  ap¬ 
peal  has  been  taken,  the  amount  finally  de¬ 
termined  on  such  appeal. 

(h)  In  arriving  at  the  amount  due  the 
Contractor  under  this  clause  there  shall  be 
deducted  (1)  all  unliquidated  advance  or 
other  payments  on  account  theretofore  made 
to  the  Contractor,  applicable  to  the  termi¬ 
nated  portion  of  this  contract;  (2)  any  claim 
which  the  Government  may  have  against  the 
Contractor  in  connection  with  this  contract; 


lThe  contracting  agency  shall  insert  the 
reference  which  is  appropriate  to  that 
agency:  Subpart  1-15.2  of  the  Federal  Pro¬ 
curement  Regulations  (41  CFR  1-15.2);  or 
the  corresponding  agency  regulations;  or 
both. 
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and  (3)  the  agreed  price  for,  or  the  proceeds 
of  sale  of,  any  materials,  supplies,  or  other 
things  acquired  by  the  Contractor  or  sold, 
pursuant  to  the  provisions  of  this  clause,  and 
not  otherwise  recovered  by  or  credited  to  the 
Government. 

(I)  If  the  termination  hereunder  be  par¬ 
tial,  prior  to  the  settlement  of  the  termi¬ 
nated  portion  of  this  contract,  the  Con¬ 
tractor  may  file  with  the  Contracting  Officer 
a  request  in  writing  for  an  equitable  adjust¬ 
ment  of  the  price  or  prices  specified  in  the 
contract  relating  to  the  continued  portion  of 
the  contract  (the  portion  not  terminated  by 
the  Notice  of  Termination),  and  such  equi¬ 
table  adjustment  as  may  be  agreed  upon 
shall  be  made  in  such  price  or  prices. 

(J)  The  Government  may  from  time  to 
time,  under  such  terms  and  conditions  as  it 
may  prescribe,  make  partial  payments  and 
payments  on  account  against  costs  in¬ 
curred  by  the  Contractor  in  connection  with 
the  terminated  portion  of  this  contract 
whenever  in  the  opinion  of  the  Contracting 
Officer  the  aggregate  of  such  payments  shall 
be  within  the  amount  to  which  the  Con¬ 
tractor  will  be  entitled  hereunder.  If  the 
total  of  such  payments  is  in  excess  of  the 
amount  finally  agreed  or  determined  to  be 
due  under  this  clause,  such  excess  shall  be 
payable  by  the  Contractor  to  the  Govern¬ 
ment  upon  demand,  together  with  interest 
computed  at  the  rate  of  6  percent  per  annum 
for  the  period  from  the  date  such  excess 
payment  is  received  by  the  Contractor  to  the 
date  on  which  such  excess  is  repaid  to  the 
Government:  Provided,  however,  That  no 
interest  shall  be  charged  with  respect  to  any 
such  excess  payment  attributable  to  a  re¬ 
duction  in  the  Contractor’s  claim  by  reason 
of  retention  or  other  disposition  of  termina¬ 
tion  inventory  until  ten  days  after  the  date 
of  such  retention  or  disposition,  or  such  later 
date  as  determined  by  the  Contracting  Offi¬ 
cer  by  reason  of  the  circumstances. 

(k)  Unjess  otherwise  provided  for  in  this 
contract,  or  by  applicable  statute,  the  Con¬ 
tractor,  from  the  effective  date  of  termina¬ 
tion  and  for  a  period  of  three  years  after 
final  settlement  under  this  contract,  shall 
preserve  and  make  available  to  the  Govern¬ 
ment  at  all  reasonable  times  at  the  office  of 
the  Contractor  but  without  direct  charge  to 
the  Government,  all  his  books,  records,  doc¬ 
uments,  and  other  evidence  bearing  on  the 
costs  and  expenses  of  the  Contractor  under 
this  contract  and  relating  to  the  work  ter¬ 
minated  hereunder,  or,  to  the  extent  ap¬ 
proved  by  the  Contracting  Officer,  photo¬ 
graphs,  microphotographs,  or  other  authen¬ 
tic  reproductions  thereof. 

§  1-8.702  Termination  clause  for  cost- 

reimbursement  type  contracts. 

The  following  clause  is  applicable  as 
prescribed  in  §§  l-8.700-2(a>  (3)  and 
l-8.700-2(b)  (2) : 

Termination  for  Default  or  for  Conven¬ 
ience  of  the  Government 

(a)  The  performance  of  work  under  the 
contract  may  be  terminated  by  the  Govern¬ 
ment  in  accordance  with  this  clause  in 
whole,  or  from  time  to  time  in  part : 

(1)  Whenever  the  Contractor  shall  de¬ 
fault  in  performance  of  this  contract  in  ac¬ 
cordance  with  its  terms  (including  in  the 
term  “default”  any  such  failure  by  the  Con¬ 
tractor  to  make  progress  in  the  prosecution 
of  the  work  hereunder  as  endangers  such 
performance) ,  and  shall  fail  to  cure  such 
default  within  a  period  of  ten  days  (or  such 
longer  period  as  the  Contracting  Officer  may 
allow)  after  receipt  from  the  Contracting 
Officer  of  a  notice  specifying  the  default;  or 

(2)  Whenever  for  any  reason  the  Con¬ 
tracting  Officer  shall  determine  that  such 
termination  is  in  the  best  interest  of  the 
Government. 


Any  such  termination  shall  be  effected  by  . 
delivery  to  the  Contractor  of  a  Notice  of 
Termination  specifying  whether  termination 
is  for  the  default  of  the  Contractor  or  for 
the  convenience  of  the  Government,  the  ex¬ 
tent  to  which  performance  of  work  under 
the  contract  is  terminated,  and  the  date  upon 
which  such  termination  becomes  effective. 
If,  after  notice  of  termination  of  this  con¬ 
tract  for  default  under  (1)  above,  it  is  de¬ 
termined  for  any  reason  that  the  Contractor 
was  not  in  default  pursuant  to  (1),  or  that 
the  Contractor’s  failure  to  perform  or  to 
make  progress  in  performance  is  due  to 
causes  beyond  the  control  and  without  the 
fault  or  negligence  of  the  Contractor  pur¬ 
suant  to  the  provisions  of  the  clause  of  this 
contract  relating  to  excusable  delays,  the 
Notice  of  Termination  shall  be  deemed  to 
have  been  Issued  under  (2)  above,  and  the 
rights  and  obligations  of  the  parties  hereto 
shall  in  such  events  be  governed  accord¬ 
ingly. 

(b)  After  receipt  of  a  Notice  of  Termina¬ 
tion  and  except  as  otherwise  directed  by  the 
Contracting  Officer,  the  Contractor  shall: 

(1)  Stop  work  under  the  contract  on 
the  date  and  to  the  extent  specified  in  the 
Notice  of  Termination: 

(2)  Place  no  further  orders  or  subcon¬ 
tracts  for  materials,  services,  or  facilities, 
except  as  may  be  necessary  for  completion 
of  such  portion  of  the  work  under  the  con¬ 
tract  as  is  not  terminated; 

(3)  Terminate  all  orders  and  subcon¬ 
tracts  to  the  extent  that  they  relate  to  the 
performance  of  work  terminated  by  the  No¬ 
tice  of  Termination; 

(4)  Assign  to  the  Government,  in  the 
manner  and  to  the  extent  directed  by  the 
Contracting  Officer,  all  of  the  right,  title, 
and  interest  of  the  Contractor  under  the 
orders  or  subcontracts  so  terminated,  in 
which  case  the  Government  shall  have  the 
right,  in  its  discretion,  to  settle  or  pay  any 
or  all  claims  arising  out  of  the  termination 
of  such  orders  and  subcontracts; 

(5)  With  the  approval  or  ratification  of 
the  Contracting  Officer,  to  the  extent  he  may 
require,  which  approval  or  ratification  shall 
be  final  and  conclusive  for  all  purposes  of 
this  clause,  settle  all  outstanding  liabilities 
and  all  claims  arising  out  of  such  termina¬ 
tion  of  orders  and  subcontracts,  the  cost  of 
which  would  be  reimbursable  in  whole  or 
in  part,  in  accordance  with  the  provisions 
of  this  contract; 

(6)  Transfer  title  to  the  Government 
(to  the  extent  that  title  has  not  already  been 
transferred)  and  deliver  in  the  manner,  at 
the  times,  and  to  the  extent  directed  by  the 
Contracting  Officer,  (i)  the  fabricated  or  un¬ 
fabricated  parts,  work  in  process,  completed 
work,  supplies,  and  other  material  produced 
as  a  part  of,  or  acquired  in  respect  of  the 
performance  of,  the  work  terminated  by  the 
Notice  of  Termination;  (ii)  the  completed 
or  partially  completed  plans,  drawings,  in¬ 
formation,  and  other  property  which,  if  the 
contract  had  been  completed,  would  be  re¬ 
quired  to  be  furnished  to  the  Government; 
and  (iii)  the  jigs,  dies,  and  fixtures,  and 
other  special  tools  and  tooling  acquired  or 
manufatcured  for  the  performance  of  this 
contract  for  the  cost  of  which  the  Contractor 
has  been  or  will  be  reimbursed  under  this 
contract; 

(7)  Use  his  best  efforts  to  sell,  in  the 
manner,  at  the  times,  to  the  extent,  and  at 
the  price  or  prices  directed  or  authorized  by 
the  Contracting  Officer,  any  property  of  the 
types  referred  to  in  (6)  above:  Provided, 
however.  That  the  Contractor  (i)  shall  not  be 
required  to  extend  credit  to  any  purchaser, 
and  (li)  many  acquire  any  such  property 
under  the  conditions  prescribed  by  and  at  a 
price  or  prices  approved  by  the  Contracting 
Officer :  And  provided  further,  That  the  pro¬ 
ceeds  of  any  such  transfer  or  disposition 
shall  be  applied  in  reduction  of  any 
payments  to  be  made  by  the  Government  to 


the  Contractor  under  this  contract  or  shall 
otherwise  be  credited  to  the  price  or  cost  of 
the  work  covered  by  this  contract  or  paid  in 
such  other  manner  as  the  Contracting  Officer 
may  direct; 

(8)  Complete  performance  of  such  part 
of  the  work  as  shall  not  have  been  termi¬ 
nated  by  the  Notice  of  Termination;  and 

(9)  Take  such  action  as  may  be  necessary 
or  as  the  Contracting  Officer  may  direct,  for 
the  protection  and  preservation  of  the 
property  related  to  this  contract  which  is  in 
the  possession  of  the  Contractor  and  in 
which  the  Government  has  or  may  acquire 
an  interest. 

The  Contractor  shall  proceed  immediately 
with  the  performance  of  the  above  obliga¬ 
tions  notwithstanding  any  delay  in  deter¬ 
mining  or  adjusting  the  amount  of  the  fee, 
or  any  item  or  reimbursable  cost,  under  this 
clause.  At  any  time  after  expiration  of  the 
plant  clearance  period,  as  defined  in  Sub¬ 
part  1-8.1  of  the  Federal  Procurement  Regu¬ 
lations  (41  CFR  1-8.1),  as  the  definition  may 
be  amended  from  time  to  time,  the  Con¬ 
tractor  may  submit  to  the  Contracting  Officer 
a  list,  certified  as  to  quantity  and  quality,  of 
any  or  all  items  of  termination  inventory  not 
previously  disposed  of,  exclusive  of  items  the 
disposition  of  which  has  been  directed  or 
authorized  by  the  Contracting  Officer,  and 
may  request  the  Government  to  remove  such 
items  or  enter  into  a  storage  agreement  cov¬ 
ering  them.  Not  later  than  fifteen  (15) 
days  thereafter,  the  Government  will  accept 
such  items  and  remove  them  or  enter  into  a 
storage  agreement  covering  the  same:  Pro¬ 
vided,  That  the  list  submitted  shall  be  sub¬ 
ject  to  verification  by  the  Contracting  Officer 
upon  removal  of  the  items  or,  if  the  items 
are  stored,  within  forty-five  (45)  days  from 
the  date  of  submission  of  the  list,  and  any 
necessary  adjustment  to  correct  the  list  as 
submitted  shall  be  made  prior  to  final  settle¬ 
ment. 

(c)  After  receipt  of  a  Notice  of  Termina¬ 
tion,  the  Contractor  shall  submit  to  the  Con¬ 
tracting  Officer  his  termination  claim  in  the 
form  and  with  the  certification  prescribed  by 
the  Contracting  Officer.  Such  claim  shall  be 
submitted  promptly  but  in  no  event  later 
than  one  year  from  the  effective  date  of 
termination,  unless  one  or  more  extensions 
in  writing  are  granted  by  the  Contracting 
Officer  upon  request  of  the  Contractor  made 
in  writing  within  such  one-year  period  or 
authorized  extension  thereof.  However,  if 
the  Contracting  Officer  determines  that  the 
facts  justify  such  action,  he  may  receive  and 
act  upon  any  such  termination  claim  at  any 
time  after  such  one-year  period  or  any  ex¬ 
tension  thereof.  Upon  failure  of  the  Con¬ 
tractor  to  submit  his  termination  claim 
within  the  time  allowed,  the  Contracting 
Officer  may,  subject  to  any  review  required 
by  the  contracting  agency’s  procedures  in 
effect  as  of  the  date  of  execution  of  this  con¬ 
tract,  determine,  on  the  basis  of  information 
available  to  him,  the  amount,  if  any,  due  to 
the  Contractor  by  reason  of  the  termination 
and  shall  thereupon  pay  to  the  Contractor 
the  amount  so  determined. 

(d)  Subject  to  the  provisions  of  paragraph 
(c),  and  subject  to  any  review  required  by 
the  contracting  agency’s  procedures  in  effect 
as  of  the  date  of  execution  of  this  contract, 
the  Contractor  and  the  Contracting  Officer 
may  agree  upon  "the  whole  or  any  part  of 
the  amount  or  amounts  to  be  paid  (includ¬ 
ing  an  allowance  for  the  fee)  to  the  Con¬ 
tractor  by  reason  of  the  total  or  partial 
termination  of  work  pursuant  to  this  clause. 
The  contract  shall  be  amended  accordingly, 
and  the  Contractor  shall  be  paid  the  agreed 
amount. 

(e)  In  the  event  of  the  failure  of  the  Con¬ 
tractor  and  the  Contracting  Officer  to  agree 
in  whole  or  in  part,  as  provided  in  para¬ 
graph  (d) ,  as  to  the  amounts  with  respect 
to  costs  and  fee,  or  as  to  the  amount  of  the 
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fee,  to  be  paid  to  the  Contractor  in  connec¬ 
tion  with  the  termination  of  work  pursuant 
to  this  clause,  the  Contracting  Officer  shall, 
subject  to  any  review  required  by  the  con¬ 
tracting  agency’s  procedures  in  effect  as  of 
the  date  of  execution  of  this  contract,  deter¬ 
mine,  on  the  basis  of  information  available 
to  him,  the  amount,  if  any,  due  to  the  Con¬ 
tractor  by  reason  of  the  termination  and  shall 
pay  to  the  Contractor  the  amount  deter¬ 
mined  as  follows : 

(1)  If  the  settlement  includes  cost  and 
fee — 

(i)  There  shall  be  included  therein  all 
costs  and  expenses  reimbursable  in  accord¬ 
ance  with  this  contract,  not  previously  paid 
to  the  Contractor  for  the  performance  of  this 
contract  prior  to  the  effective  date  of  the 
Notice  of  Termination,  and  such  of  these 
costs  as  may  continue  for  a  reasonable  time 
thereafter  with  the  approval  of  or  as  directed 
by  the  Contracting  Officer:  Provided,  how¬ 
ever,  That  the  Contractor  shall  proceed  as 
rapidly  as  practicable  to  discontinue  such 
costs; 

(ii)  There  shall  be  included  therein 
so  far  as  not  included  under  (i)  above,  the 
co6t  of  settling  and  paying  claims  arising 
out  of  the  termination  of  work  under  sub¬ 
contracts  or  orders,  as  provided  in  para¬ 
graph  (b)(5)  above,  which  are  properly 
chargeable  to  the  terminated  portion  of  the 
contract; 

(iii)  There  shall  be  included  therein 
the  reasonable  costs  of  settlement.  Including 
accounting,  legal,  clerical,  and  other  ex¬ 
penses  reasonably  necessary  for  the  prepara¬ 
tion  of  settlement  claims  and  supporting 
data  with  respect  to  the  terminated  portion 
of  the  contract  and  for  the  termination  and 
settlement  of  subcontracts  thereunder,  to¬ 
gether  with  reasonable  storage,  transporta¬ 
tion,  and  other  costs  incurred  in  connection 
with  the  protection  or  disposition  of  termi¬ 
nation  inventory:  Provided,  however.  That  if 
the  termination  is  for  default  of  the  Cion- 
tractor  there  shall  not  be  included  any 
amounts  tor  the  preparation  of  the  Con¬ 
tractor’s  settlement  proposal;  and 

(iv)  There  shall  be  included  therein 
a  portion  of  the  fee  payable  under  the  con¬ 
tract  determined  as  follows — 

(A)  In  the  event  of  the  termination 
of  this  contract  for  the  convenience  of  the 
Government  and  not  for  the  default  of  the 
Contractor,  there  shall  be  paid  a  percentage 
of  the  fee  equivalent  to  the  percentage  of 
the  completion  of  work  contemplated  by  the 
contract,  less  fee  payments  previously  made 
hereunder;  or 

(B)  In  the  event  of  the  termination 
of  this  contract  for  the  default  of  the  Con¬ 
tractor,  the  total  fee  payable  shall  be  such 
proportionate  part  of  the  fee  (or,  if  this  con¬ 
tract  calls  for  articles  of  different  types,  of 
such  part  of  the  fee  as  is  reasonably  allocable 
to  the  type  of  article  under  consideration) 
as  the  total  number  of  articles  delivered  to 
and  accepted  by  the  Government  bears  to 
the  total  number  of  articles  of  a  like  kind 
called  for  by  this  contract. 

If  the  amount  determined  under  this  sub- 
paragraph  (1)  is  less  than  the  total  payment 
theretofore  made  to  the  Contractor,  the  Con¬ 
tractor  shall  repay  to  the  Government  the 
excess  amount. 

(2)  If  the  settlement  includes  only  the 
fee,  the  amount  thereof  will  be  determined 
in  accordance  with  subparagraph  (l)(iv) 
above. 

(f)  The  Contractor  shall  have  the  right  of 
appeal,  under  the  clause  of  this  contract  en¬ 
titled  “Disputes,”  from  any  determination 
made  by  the  Contracting  Officer  under  para¬ 
graphs  (c)  or  (e)  above,  except  that,  if  the 
Contractor  has  failed  to  submit  his  claim 
within  the  time  provided  in  paragraph  (c) 
above  and  has  failed  to  request  extension  of 
such  time,  he  shall  have  no  such  right  of 
appeal.  In  any  case  where  the  Contracting 
Officer  has  made  a  determination  of  the 


amount  due  under  paragraph  (c)  or  (e) 
above,  the  Government  shall  pay  to  the  Con¬ 
tractor  the  following:  (1)  if  there  is  no  right 
of  appeal  hereunder  or  if  no  timely  appeal 
has  been  taken,  the  amount  so  determined 
by  the  Contracting  Officer,  or  (2)  if  an  ap¬ 
peal  has  been  taken,  the  amount  Anally 
determined  on  such  appeal. 

(g)  In  arriving  at  the  amount  due  the 
Contractor  under  this  clause  there  shall  be 
deducted  (1)  all  unliquidated  advance  or 
other  payments  theretofore  made  to  the  Con¬ 
tractor,  applicable  to  the  terminated  portion 
of  this  contract,  (2)  any  claim  which  the 
Government  may  have  against  the  Contrac¬ 
tor  in  connection  with  this  contract,  and 

(3)  the  agreed  price  for,  or  the  proceeds  of 
sale  of,  any  materials,  supplies,  or  other 
things  acquired  by  the  Contractor  or  sold 
pursuant  to  the  provisions  of  this  clause  and 
not  otherwise  recovered  by  or  credited  to  the 
Government. 

(h)  In  the  event  of  a  partial  termination, 
the  portion  of  the  fee  which  is  payable  with 
respect  to  the  work  under  the  continued 
portion  of  the  contract  shall  be  equitably 
adjusted  by  agreement  between  the  Contrac¬ 
tor  and  the  Contracting  Officer,  and  such  ad¬ 
justment  shall  be  evidenced  by  an  amend¬ 
ment  to  this  contract. 

(i)  The  Government  may  from  time  to 
time,  under  such  terms  and  conditions  as  it 
may  prescribe,  make  partial  payments  and 
payments  on  account  against  costs  Incurred 
by  the  Contractor  in  connection  with  the 
terminated  portion  of  the  contract  whenever 
in  the  opinion  of  the  Contracting  Officer  the 
aggregate  of  such  payments  shall  be  within 
the  amount  to  which  the  Contractor  will  be 
entitled  hereunder.  If  the  total  of  such  pay¬ 
ments  is  in  excess  of  the  amount  Anally 
determined  to  be  due  under  this  clause,  such 
excess  shall  be  payable  by  the  Contractor  to 
the  Government  upon  demand,  together  with 
interest  computed  at  the  rate  of  6  percent 
per  annum,  for  the  period  from  the  date 
such  excess  payment  is  received  by  the  Con¬ 
tractor  to  the  date  on  which  such  excess 
is  repaid  to  the  Government:  Provided,  how¬ 
ever,  That  no  interest  shall  be  charged  with 
respect  to  any  such  excess  payment  attribut¬ 
able  to  a  reduction  in  the  Contractor’s  claim 
by  reason  of  retention  or  other  disposition  of 
termination  inventory  until  ten  days  after 
the  date  of  such  retention  or  disposition,  or 
such  later  date  as  determined  by  the  Con¬ 
tracting  Officer  by  reason  of  the  circum¬ 
stances. 

(J)  The  provisions  of  this  clause  relating 
to  the  fee  shall  be  inapplicable  if  this  con¬ 
tract  does  not  provide  for  payment  of  a  fee. 

§  1—8.703  Termination  clause  for  fixed- 
price  construction  contracts. 

The  following  clause  is  applicable  as 
prescribed  in  §  l-8.700-2(a)  (5) : 

Termination  for  Convenience  of  the 
Government 

(a)  The  performance  of  work  under  this 
contract  may  be  terminated  by  the  Govern¬ 
ment  in  accordance  with  this  clause  in 
whole,  or  from  time  to  time  in  part,  when¬ 
ever  the  Contracting  Officer  shall  determine 
that  such  termination  is  in  the  best  interest 
of  the  Government.  Any  such  termination 
shall  be  effected  by  delivery  to  the  Contrac¬ 
tor  of  a  Notice  of  Termination  specifying 
the  extent  to  which  performance  of  work 
under  the  contract  is  terminated,  and  the 
date  upon  which  such  termination  becomes 
effective. 

(b)  After  receipt  of  a  Notice  of  Termina¬ 
tion,  and  except  as  otherwise  directed  by  the 
Contracting  Officer,  the  Contractor  shall: 

( 1 )  Stop  work  under  the  contract  on  the 
date  and  to  the  extent  speciAed  in  the  Notice 
of  Termination; 

(2)  Place  no  further  orders  or  subcon¬ 
tracts  for  materials,  services,  or  facilities  ex¬ 


cept  as  may  be  necessary  for  completion  of 
such  portion  of  the  work  under  the  contract 
as  is  not  terminated; 

(3)  Terminate  all  orders  and  subcon¬ 
tracts  to  the  extent  that  they  relate  to  the 
performance  of  work  terminated  by  the 
Notice  of  Termination; 

(4)  Assign  to  the  Government,  in  the 
manner,  at  the  times,  and  to  the  extent  di¬ 
rected  by  the  Contracting  Officer,  all  of  the 
right,  title,  and  interest  of  the  Contractor 
under  the  orders  and  subcontracts  so  termi¬ 
nated,  in  which  case  the  Government  shall 
have  the  right,  in  its  discretion,  to  settle  or 
pay  any  or  all  claims  arising  out  of  the  term¬ 
ination  of  such  orders  and  subcontracts; 

(5)  Settle  all  outstanding  liabilities  and 
all  claims  arising  out  of  such  termination 
of  orders  and  subcontracts,  with  the  approval 
or  ratiAcation  of  the  Contracting  Officer  to 
the  extent  he  may  require,  which  approval  or 
ratiAcation  shall  be  Anal  for  all  the  purposes 
of  this  clause; 

(6)  Transfer  title  to  the  Government 
and  deliver  in  the  manner,  at  the  times,  and 
to  the  extent,  if  any,  directed  by  the  Con¬ 
tracting  Officer,  (i)  the  fabricated  or  un¬ 
fabricated  parts,  work  in  process,  completed 
work,  supplies,  and  other  material  produced 
as  a  part  of,  or  acquired  in  connection  with 
the  performance  of,  the  work  terminated 
by  the  Notice  of  Termination,  and  (ii)  the 
completed  or  partially  completed  plans, 
drawings,  information,  and  other  property 
which,  if  the  contract  had  been  completed, 
would  have  been  required  to  be  furnished  to 
the  Government; 

(7)  Use  his  best  efforts  to  sell,  in  the 
manner,  at  the  times,  to  the  extent,  and 
at  the  price  or  prices  directed  or  authorized 
by  the  Contracting  Officer,  any  property  of 
the  types  referred  to  in  (6)  above:  Provided, 
however.  That  the  Contractor  (i)  shall  not 
be  required  to  extend  credit  to  any  pur¬ 
chaser,  and  (ii)  may  acquire  any  such  prop¬ 
erty  under  the  conditions  prescribed  and  at 
a  price  or  prices  approved  by  the  Contracting 
Officer:  And  provided  further.  That  the  pro¬ 
ceeds  of  any  such  transfer  or  disposition 
shall  be  applied  In  reduction  of  any  pay¬ 
ments  to  be  made  by  the  Government  to 
the  Contractor  under  this  contract  or  shall 
otherwise  be  credited  to  the  price  or  co6t 
of  the  work  covered  by  this  contract  or  paid 
in  such  other  manner  as  the  Contracting 
Officer  may  direct; 

(8)  Complete  performance  of  such  part 
of  the  work  as  shall  not  have  been  termi¬ 
nated  by  the  Notice  of  Termination;  and 

(9)  Take  such  action  as  may  be  neces¬ 
sary,  or  as  the  Contracting  Officer  may  di¬ 
rect,  for  the  protection  and  preservation  of 
the  property  related  to  this  contract  which 
is  in  the  possession  of  the  Contractor  and 
in  which  the  Government  has  or  may  ac¬ 
quire  an  interest. 

At  any  time  after  expiration  of  the  plant 
clearance  period,  as  deAned  in  Subpart  1-8.1 
of  the  Federal  Procurement  Regulations  (41 
CFR  1-8.1),  as  the  deAnition  may  be  amend¬ 
ed  from  time  to  time,  the  Contractor  may 
submit  to  the  Contracting  Officer  a  list, 
certiAed  as  to  quantity  and  quality,  of  any 
or  all  items  of  termination  inventory  not 
previously  disposed  of,  exclusive  of  items  the 
disposition  of  which  has  been  directed  or 
authorized  by  the  Contracting  Officer,  and 
may  request  the  Government  to  remove 
such  items  or  enter  into  a  storage  agreement 
covering  them.  Not  later  than  fifteen  (15) 
days  thereafter,  the  Government  will  accept 
title  to  such  items  and  remove  them  or  enter 
into  a  storage  agreement  covering  the  same: 
Provided,  That  the  list  submitted  shall  be 
subject  to  veriAcation  by  the  Contracting 
Officer  upon  removal  of  the  items  or,  if  the 
items  are  stored,  within  forty- Ave  (45)  days 
from  the  date  of  submission  of  the  list,  and 
any  necessary  adjustment  to  correct  the 
list  as  submitted  shall  be  made  prior  to  Anal 
settlement. 
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(c)  After  receipt  of  a  Notice  of  Termina¬ 
tion,  the  Contractor  shall  submit  to  the 
Contracting  Officer  his  termination  claim,  in 
the  form  and  with  the  certification  pre¬ 
scribed  by  the  Contracting  Officer.  Such 
claim  shall  be  submitted  promptly  but  in  no 
event  later  than  one  year  from  the  effective 
date  of  termination,  unless  one  or  more 
extensions  in  writing  are  granted  by  the 
Contracting  Officer  upon  request  of  the  Con¬ 
tractor  made  in  writing  within  such  one-year 
period  or  authorized  extension  thereof. 
However,  if  the  Contracting  Officer  deter¬ 
mines  that  the  facts  justify  such  action,  he 
may  receive  and  act  upon  any  such  termi¬ 
nation  claim  at  any  time  after  such  one-year 
period  or  extension  thereof.  Upon  failure 
of  the  Contractor  to  submit  his  termination 
claim  within  the  time  allowed,  the  Contract¬ 
ing  Officer  may,  subject  to  any  review  re¬ 
quired  by  the  contracting  agency’s  proce¬ 
dures  in  effect  as  of  the  date  of  execution  of 
this  contract,  determine,  on  the  basis  of 
information  available  to  him,  the  amount, 
if  any,  due  to  the  Contractor  by  reason  of 
the  termination  and  shall  thereupon  pay  to 
the  Contractor  the  amount  so  determined. 

(d)  Subject  to  the  provisions  of  paragraph 
(c),  and  subject  to  any  review  required  by 
the  contracting  agency’s  procedures  in  effect 
as  of  the  date  of  execution  of  this  contract, 
the  Contractor  and  the  Contracting  Officer 
may  agree  upon  the  whole  or  any  part  of  the 
amount  or  amounts  to  be  paid  to  the  Con¬ 
tractor  by  reason  of  the  total  or  partial  ter¬ 
mination  of  work  pursuant  to  this  clause, 
which  amount  or  amounts  may  include  a 
reasonable  allowance  for  profit  on  work  done : 
Provided,  That  such  agreed  amount  or 
amounts,  exclusive  of  settlement  costs,  shall 
not  exceed  the  total  contract  price  as  reduced 
by  the  amount  of  payments  otherwise  made 
and  as  further  reduced  by  the  contract  price 
of  work  not  terminated.  The  contract  shall 
be  amended  accordingly,  and  the  Contractor 
shall  be  paid  the  agreed  amount.  Nothing  in 
paragraph  (e)  of  this  clause,  prescribing  the 
amount  to  be  paid  to  the  Contractor  in  the 
event  of  failure  of  the  Contractor  and  the 
Contracting  Officer  to  agree  upon  the  whole 
amount  to  be  paid  to  the  Contractor  by  rea¬ 
son  of  the  termination  of  work  pursuant  to 
this  clause,  shall  be  deemed  to  limit,  restrict, 
or  otherwise  determine  or  affect  the  amount 
or  amounts  which  may  be  agreed  upon  to  be 
paid  to  the  Contractor  pursuant  to  this 
paragraph  (d). 

(e)  In  the  event  of  the  failure  of  the  Con¬ 
tractor  and  the  Contracting  Officer  to  agree 
as  provided  in  paragraph  (d)  upon  the  whole 
amount  to  be  paid  to  the  Contractor  by  rea¬ 
son  of  the  termination  of  work  pursuant  to 
this  clause,  the  Contracting  Officer  shall, 
subject  to  any  review  required  by  the  con¬ 
tracting  agency’s  procedures  in  effect  as  of 
the  date  of  execution  of  this  contract,  deter¬ 
mine,  on  the  basis  of  information  available 
to  him,  the  amount,  if  any,  due  to  the  Con¬ 
tractor  by  reason  of  the  termination  and 
shall  pay  to  the  Contractor  the  amounts 
determined  as  follows: 

(1)  With  respect  to  all  contract  work 
performed  prior  to  the  effective  date  of  the 
Notice  of  Termination,  the  total  (without 
duplication  of  any  items)  of — 

(i)  The  cost  of  such  work; 

(ii)  The  cost  of  settling  and  paying 
claims  arising  out  of  the  termination  of  work 
under  subcontracts  or  orders  as  provided  in 
paragraph  (b)  (5)  above,  exclusive  of  the 
amounts  paid  or  payable  on  account  of  sup¬ 
plies  or  materials  delivered  or  services  fur¬ 
nished  by  the  subcontractor  prior  to  the  ef¬ 
fective  date  of  the  Notice  of  Termination  of 
work  under  this  contract,  which  amounts 
shall  be  Included  in  the  cost  on  account  of 
which  payment  is  made  under  (i)  above;  and 

(ill)  A  sum,  as  a  profit,  equal  to  2  per¬ 
cent  of  the  part  of  the  amount  determined 
under  (i)  above,  which  represents  the  cost 
of  articles  or  materials  delivered  to  the  site 


but  not  incorporated  in  the  work  in  place  on 
the  effective  date  of  the  Notice  of  Termina¬ 
tion,  plus  a  sum  equal  to  8  percent  of  the 
remainder  of  such  amount,  but  the  aggregate 
of  such  sums  shall  not  exceed  6  percent  of 
the  whole  of  the  amount  determined  under 
(i)  above:  Provided,  however.  That  if  it  ap¬ 
pears  that  the  Contractor  would  have  sus¬ 
tained  a  loss  on  the  entire  contract  had  it 
been  completed,  no  profit  shall  be  Included 
or  allowed  under  this  subdivision  (ill)  and 
an  appropriate  adjustment  shall  be  made 
reducing  the  amount  of  the  settlement  to 
reflect  the  indicated  rate  or  loss;  and 

(2)  The  reasonable  cost  of  the  preserva¬ 
tion  and  protection  of  property  incurred  pur¬ 
suant  to  paragraph  (b)(9);  and  any  other 
reasonable  cost  incidental  to  termination  of 
work  under  this  contract,  including  expense 
incidental  to  the  determination  of  the 
amount  due  to  the  Contractor  as  the  result 
of  the  termination  of  work  under  this 
contract. 

The  total  sum  to  be  paid  to  the  Contractor 
under  (1)  above  shall  not  exceed  the  total 
contract  price  as  reduced  by  the  amount  of 
payments  otherwise  made  and  as  further 
reduced  by  the  contract  price  of  work  not 
terminated.  Except  for  normal  spoilage, 
and  except  to  the  extent  that  the  Govern¬ 
ment  shall  have  otherwise  expressly  assumed 
the  risk  of  loss,  there  shall  be  excluded  from 
the  amounts  payable  to  the  Contractor  under 
(1)  above,  the  fair  value,  as  determined  by 
the  Contracting  Officer,  of  property  which 
is  destroyed,  lost,  stolen,  or  damaged  so  as 
to  become  undeliverable  to  the  Government, 
or  to  a  buyer  pursuant  to  paragraph  (b)  (7) . 

(f)  Any  determination  of  costs  under 
paragraph  (c)  or  (e)  hereof  shall  be  gov¬ 
erned  by  the  principles  for  consideration 

of  costs  set  forth  in _ ,*  as  in  effect 

on  the  date  of  this  contract. 

(g)  The  Contractor  shall  have  the  right 
of  appeal,  under  the  clause  of  this  contract 
entitled  “Disputes,”  from  any  determination 
made  by  the  Contracting  Officer  under  para¬ 
graph  (c)  or  (e)  above,  except  that,  if  the 
Contractor  has  failed  to  submit  his  claim 
within  the  time  provided  in  paragraph  (c) 
above  and  has  failed  to  request  extension  of 
such  time,  he  shall  have  no  such  right  of 
appeal.  In  any  case  where  the  Contracting 
Officer  has  made  a  determination  of  the 
amount  due  under  paragraph  (c)  or  (e) 
above,  the  Government  shall  pay  to  the  Con¬ 
tractor  the  following:  (1)  if  there  is  no 
right  of  appeal  hereunder  or  if  no  timely 
appeal  has  been  taken,  the  amount  so  deter¬ 
mined  by  the  Contracting  Officer,  or  (2)  if 
an  appeal  has  been  taken,  the  amount  finally 
determined  on  such  appeal. 

(h)  In  arriving  at  the  amount  due  the 
Contractor  under  this  clause  there  shall  be 
deducted  (1)  all  unliquidated  advance  or 
other  payments  on  account  theretofore  made 
to  the  Contractor,  applicable  to  the  ter¬ 
minated  portion  of  this  contract,  (2)  any 
claim  which  the  Government  may  have 
against  the  Contractor  in  connection  with 
this  contract,  and  (3)  the  agreed  price  for, 
or  the  proceeds  of  sale  of,  any  materials, 
supplies,  or  other  things  kept  by  the  Con¬ 
tractor  or  sold,  pursuant  to  the  provisions 
of  this  clause,  and  not  otherwise  recovered 
by  or  credited  to  the  Government. 

(i)  If  the  termination  hereunder  be  par¬ 
tial,  prior  to  the  Settlement  of  the  terminated 
portion  of  this  contract,  the  Contractor  may 
file  with  the  Contracting  Officer  a  request 
in  writing  for  an  equitable  adjustment  of 
the  price  or  prices  specified  in  the  contract 
relating  to  the  continued  portion  of  the 
contract  (the  portion  not  terminated  by 


1  The  contracting  agency  shall  insert  the 
reference  which  is  appropriate  to  that  agen¬ 
cy:  Subpart  1-15.4  of  the  Federal  Procure¬ 
ment  Regulations  (41  CFR  1-15.4);  or  the 
corresponding  agency  regulations;  or  both. 


Jhe  Notice  of  Termination),  and  such  equi¬ 
table  adjustment  as  may  be  agreed  upon  shall 
be  made  in  such  price  or  prices;  however, 
nothing  contained  herein  shall  limit  the 
right  of  the  Government  and  the  Contractor 
to  agree  upon  the  amount  or  amounts  to  be 
paid  to  the  Contractor  for  the  completion 
of  the  continued  portion  of  the  contract 
when  said  contract  does  not  contain  an 
established  contract  price  for  such  continued 
portion. 

(j)  The  Government  may  from  time  to 
time,  under  such  terms  and  conditions  as 
it  may  prescribe,  make  partial  payments  and 
payments  on  account  against  costs  incurred 
by  the  Contractor  in  connection  with  the 
terminated  portion  of  this  contract  when¬ 
ever  in  the  opinion  of  the  Contracting  Of¬ 
ficer  the  aggregate  of  such  payments  shall 
be  within  the  amount  to  which  the  Con¬ 
tractor  will  be  entitled  hereunder.  If  the 
total  of  such  payments  is  in  excess  of  the 
amount  finally  agreed  or  determined  to  be 
due  under  this  clause,  such  excess  shall  be 
payable  by  the  Contractor  to  the  Govern¬ 
ment  upon  demand,  together  with  Interest 
computed  at  the  rate  of  6  percent  per  annum 
for  the  period  from  the  date  such  excess 
payment  is  received  by  the  Contractor  to 
the  date  on  which  such  excess  is  repaid  to 
the  Government:  Provided,  however.  That  no 
Interest  shall  be  charged  with  respect  to 
any  such  excess  payment  attributable  to  a 
reduction  in  the  Contractor’s  claim  by  rea¬ 
son  of  retention  or  other  disposition  of  ter¬ 
mination  inventory  until  ten  days  after  the 
date  of  such  retention  or  disposition,  or  such 
later  date  as  determined  by  the  Contracting 
Officer  by  reason  of  the  circumstances. 

(k)  Unless  otherwise  provided  for  in  this 
contract,  or  by  applicable  statute,  the  Con¬ 
tractor,  from  the  effective  date  of  termina¬ 
tion  and  for  a  period  of  three  years  after 
final  settlement  under  this  contract,  shall 
preserve  and  make  available  to  the  Govern¬ 
ment  at  all  reasonable  times  at  the  office  of 
the  Contractor,  but  without  direct  charge 
to  the  Government,  all  his  books,  records, 
documents,  and  other  evidence  bearing  on 
the  costs  and  expenses  of  the  Contractor 
under  this  contract  and  relating  to  the  work 
terminated  hereunder,  or,  to  the  extent  ap¬ 
proved  by  the  Contracting  Officer,  photo¬ 
graphs,  microphotographs,  or  other  authentic 
reproductions  thereof. 

§  1-8.704  _  Research  and  development 
contracts  with  educational  and  other 
nonprofit  institutions. 

§  1—8.704—1  Termination  clause. 

The  following  clause  is  applicable  as 
prescribed  in  §  l-8.700-2(a)  (4) : 

Termination  for  Convenience  or  the 
Government 

(a)  The  performance  of  work  under  this 
contract  may  be  terminated,  in  whole  or 
from  time  to  time  in  part  by  the  Govern¬ 
ment  whenever  for  any  reason  the  Con¬ 
tracting  Officer  shall  determine  that  such 
termination  is  in  the  best  interest  of  the 
Government.  Termination  of  work  here¬ 
under  shall  be  effected  by  delivery  to  the 
Contractor  of  a  Notice  of  Termination  speci¬ 
fying  the  extent  to  which  performance  of 
work  under  the  contract  is  terminated  and 
the  date  upon  which  such  termination  be¬ 
comes  effective. 

(b)  After  receipt  of  the  Notice  of  Ter¬ 
mination  the  Contractor  shall  cancel  his 
outstanding  commitments  hereunder  cov¬ 
ering  the  procurement  of  materials,  supplies, 
equipment,  and  miscellaneous  items.  In  ad¬ 
dition,  the  Contractor  shall  exercise  all  rea¬ 
sonable  diligence  to  accomplish  the  cancel¬ 
lation  or  diversion  of  his  outstanding 
commitments  covering  personal  services  and 
extending  beyond  the  date  of  such  termina¬ 
tion  to  the  extent  that  they  relate  to  the 
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performance  of  any  work  terminated  by  the. 
notice.  With  respect  to  such  canceled  com¬ 
mitments  the  Contractor  agrees  to  ( 1 )  settle 
all  outstanding  liabilities  and  all  claims 
arising  out  of  such  cancellation  of  commit¬ 
ments,  with  the  approval  or  ratification  of 
the  Contracting  Officer,  to  the  extent  he  may 
require,  which  approval  or  ratification  shall 
be  final  for  all  purposes  of  this  clause,  and 

(2)  assign  to  the  Government,  in  the  man¬ 
ner,  at  the  time,  and  to  the  extent  directed 
by  the  Contracting  Officer,  all  of  the  right, 
title,  and  interest  of  the  Contractor  under 
the  orders  and  subcontracts  so  terminated, 
in  which  case  the  Government  shall  have  the 
right,  in  its  discretion,  to  settle  or  pay  any 
or  all  claims  arising  out  of  the  termination 
of  such  orders  and  subcontracts. 

(c)  The  Contractor  shall  submit  his  ter¬ 
mination  claim  to  the  Contracting  Officer 
promptly  after  receipt  of  a  Notice  of  Ter¬ 
mination,  but  in  no  event  later  than  one 
year  from  the  effective  date  thereof,  unless 
one  or  more  extensions  in  writing  are 
granted  by  the  Contracting  Officer  upon 
written  request  of  the  Contractor  within 
such  one-year  period  or  authorized  extension 
thereof.  Upon  failure  of  the  Contractor  to 
submit  his  termination  claim  within  the 
time  allowed,  the  Contracting  Officer  may, 
subject  to  any  review  required  by  the  con¬ 
tracting  agency's  procedures  in  effect  as  of 
the  date  of  execution  of  this  contract,  deter¬ 
mine,  on  the  basis  of  information  available 
to  him,  the  amount,  if  any,  due  to  the  Con¬ 
tractor  by  reason  of  the  termination  and 
shall  thereupon  pay  to  the  Contractor  the 
amount  so  determined. 

(d)  Any  determination  of  costs  under 

paragraph  (c)  shall  be  governed  by  the  cost 
principles  set  forth  in  Subpart  1-15.3  of  the 
Federal  Procurement  Regulations  (41  CFR 
1-15.3),  as  in  effect  on  the  date  of  this  con¬ 
tract,  except  that  if  the  Contractor  is  not  an 
educational  institution  the  determination 
shall  be  governed  by _ .l 

(e)  Subject  to  the  provisions  of  paragraph 
(c)  above,  and  subject  to  any  review  re¬ 
quired  by  the  contracting  agency’s  proce¬ 
dures  in  effect  as  of  the  date  of  execution 
of  this  contract,  the  Contractor  and  the 
Contracting  Officer  may  agree  upon  the  whole 
or  any  part  of  the  amount  or  amounts 
to  be  paid  to  the  Contractor  by  reason  of  the 
termination  under  this  clause,  which  amount 
or  amounts  may  include  any  reasonable  can¬ 
cellation  charges  thereby  incurred  by  the 
Contractor  and  any  reasonable  loss  upon 
outstanding  commitments  for  personal  serv¬ 
ices  which  he  is  unable  to  cancel:  Provided, 
however.  That  in  connection  with  any  out¬ 
standing  commitments  for  personal  services 
which  the  Contractor  is  unable  to  cancel, 
the  Contractor  shall  have  exercised  reason¬ 
able  diligence  to  divert  such  commitments 
to  his  other  activities  and  operations.  Any 
such  agreement  shall  be  embodied  in  an 
amendment  to  this  contract  and  the  Con¬ 
tractor  shall  be  paid  the  agreed  amount. 

(f)  The  Government  may  from  time  to 
time,  under  such  terms  and  conditions  as  it 
may  prescribe,  make  partial  payments 
against  costs  incurred  by  the  Contractor  in 
connection  with  the  terminated  portion  of 
this  contract,  whenever,  in  the  opinion  of 
the  Contracting  Officer,  the  aggregate  of 
such  payments  is  within  the  amount  to 
which  the  Contractor  will  be  entitled  here¬ 
under.  If  the  total  of  such  payments  is  in 
excess  of  the  amount  finally  agreed  or  deter¬ 
mined  to  be  due  under  this  clause,  such 


1  The  contracting  agency  shall  insert  the 
reference  which  is  appropriate  to  that 
agency:  Subpart  1-15.2  of  the  Federal  Pro¬ 
curement  Regulations  (41  CFR  1-15.2) ;  or 
the  corresponding  agency  regulations;  or 
both. 


excess  shall  be  payable  by  the  Contractor  to 
the  Government  upon  demand:  Provided, 
That  if  such  excess  is  not  so  paid  upon  de¬ 
mand,  interest  thereon  shall  be  payable  by 
the  Contractor  to  the  Government  at  the 
rate  of  6  percent  per  annum,  beginning  30 
days  from  the  date  of  such  demand. 

(g)  The  Contractor  agrees  to  transfer 
title  to  the  Government  and  deliver  in  the 
manner,  at  the  times,  and  to  the  extent,  if 
any,  directed  by  the  Contracting  Officer,  such 
information  and  items  which,  if  the  con¬ 
tract  had  been  completed,  would  have  been 
required  to  be  furnished  to  the  Government, 
including: 

(1)  Completed  or  partially  completed 
plans,  drawings,  and  information;  and 

(2)  Materials  or  equipment  produced  or 
in  process  or  acquired  in  connection  with 
the  performance  of  the  work  terminated  by 
the  notice. 

Other  than  the  above,  any  termination  in¬ 
ventory  resulting  from  the  termination  of 
the  contract  may,  with  the  written  approval 
of  the  Contracting  Officer,  be  sold  or  ac¬ 
quired  by  the  Contractor  under  the  condi¬ 
tions  prescribed  by  and  at  a  price  or  prices 
approved  by  the  Contracting  Officer.  The 
proceeds  of  any  such  disposition  shall  be 
applied  in  reduction  of  any  payments  to  be 
made  by  the  Government  to  the  Contractor 
under  this  contract  or  shall  otherwise  be 
credited  to  the  price  or  cost  of  work  cov¬ 
ered  by  this  contract  or  paid  in  such  other 
manner  as  the  Contracting  Officer  may  di¬ 
rect.  Pending  final  disposition  of  property 
arising  from  the  termination,  the  Contractor 
agrees  to  take  such  action  as  may  be  neces¬ 
sary,  or  as  the  Contracting  Officer  may  direct, 
for  the  protection  and  preservation  of  the 
property  related  to  this  contract  which  is  in 
the  possession  of  the  Contractor  and  in 
which  the  Government  has  or  may  acquire 
an  interest. 

(h)  Any  disputes  as  to  questions  of  fact 
which  may  arise  hereunder  shall  be  sub¬ 
ject  to  the  “Disputes”  clause  of  this  contract. 

§  1-8.704—2  Suggested  clause  for  sub¬ 
contracts. 

The  clause  set  forth  in  §  1-8.704-1  is 
suggested  for  use  in  a  subcontract  placed 
with  an  educational  or  nonprofit  insti¬ 
tution  provided  the  subcontract  is  placed 
on  a  no-fee  or  no-profit  basis  and  pro¬ 
vided  the  clause  is  suitably  altered  (1) 
to  indicate  the  relationship  between  the 
prime  contractor  and  the  subcontractor, 
and  (2)  to  indicate  the  appropriate  cost 
principles  on  which  the  subcontract  is 
negotiated. 

§  1—8.705  Short-form  termination  for 
convenience  clauses  for  fixed-price 
type  contracts. 

§  1—8.705—1  Supply  and  service  con¬ 
tracts. 

The  following  clause  is  applicable  as 
prescribed  in  §  l-8.700-2(a)  (2) : 

Termination  fob  Convenience  of  the 
Government 

The  Contracting  Officer,  by  written  notice, 
may  terminate  this  contract,  in  whole  or  in 
part,  when  it  is  in  the  best  interest  of  the 
Government.  If  this  contract  is  for  supplies 
and  is  so  terminated,  the  Contractor  shall  be 
compensated  in  accordance  with  Part  1-8 
of  the  Federal  Procurement  Regulations  (41 
CFR  1-8),  in  effect  on  this  contract’s  date. 
To  the  extent  that  this  contract  is  for  serv¬ 
ices  and  is  so  terminated,  the  Government 
shall  be  liable  only  for  payment  in  accord¬ 
ance  with  the  payment  provisions  of  this 
contract  for  services  rendered  prior  to  the 
effective  date  of  termination. 


§  1—8.705—2  Construction  contracts. 

The  following  clause  is  applicable  as 
prescribed  in  §  1-8.700-2 (a)  (6) ; 

Termination  for  Convenience  of  the 

Government 

The  Contracting  Officer,  by  written  notice, 
may  terminate  this  contract,  in  whole  or  in 
part,  when  it  is  in  the  interest  of  the  Gov¬ 
ernment.  If  this  contract  is  terminated,  the 
Contractor  shall  be  compensated  in  accord¬ 
ance  with  Part  1-8  of  the  Federal  Procure¬ 
ment  Regulations  (41  CFR  1-8),  in  effect  on 
this  contract’s  date. 

§  1—8.706  Subcontract  termination 

clause. 

The  following  termination  clause  is 
suggested  for  use  in  fixed-price  subcon¬ 
tracts: 

Termination 

(a)  The  performance  of  work  under  this 
contract  may  be  terminated,  in  whole  or 
from  time  to  time  in  part,  by  the  buyer  in 
accordance  with  this  clause.  Termination 
of  work  hereunder  shall  be  effected  by  de¬ 
livery  to  the  seller  of  a  Notice  of  Termina¬ 
tion  specifying  the  extent  to  which  per¬ 
formance  of  work  under  the  contract  is 
terminated,  and  date  upon  which  such  ter¬ 
mination  becomes  effective. 

(b)  After  receipt  of  a  Notice  of  Termina¬ 
tion  and  except  as  otherwise  directed  by  the 
buyer,  the  seller  shall : 

( 1 )  Stop  work  under  the  contract  on  the 
date  and  to  the  extent  specified  in  the  Notice 
of  Termination; 

(2)  Place  no  further  orders  or  subcon¬ 
tracts  for  materials,  services,  or  facilities  ex¬ 
cept  as  may  be  necessary  for  completion 
of  such  portions  of  the  work  under  the  con¬ 
tract  as  may  not  be  terminated; 

(3)  Terminate  all  orders  and  subcon¬ 
tracts  to  the  extent  that  they  relate  to  the 
performance  of  any  work  terminated  by  the 
Notice  of  Termination; 

(4)  Assign  to  the  buyer,  in  the  manner, 
and  to  the  extent  directed  by  the  buyer,  all 
or  the  right,  title,  and  interest  of  his  seller 
under  the  orders  or  subcontracts  so 
terminated; 

(5)  Settle  all  outstanding  liabUltles  and 
all  claims  arising  out  of  such  termination 
of  orders  and  subcontracts  subject  to  the  ap¬ 
proval  or  ratlfictaion  of  the  buyer  to  the 
extent  he  may  require,  which  approval  or 
ratification  shall  be  final  for  all  the  purposes 
of  this  clause; 

(6)  Transfer  title  and  deliver  to  the 
buyer  in  the  manner,  to  the  extent,  and  at 
the  times  directed  by  the  buyer  (i)  the 
fabricated  or  unfabricated  parts,  work  in 
process,  completed  work,  supplies,  and  other 
material  produced  as  a  part  of,  or  acquired 
in  connection  with  the  performance  of,  the 
work  terminated  by  the  Notice  of  Termina¬ 
tion,  and  (ii)  the  completed  or  partially  com¬ 
pleted  plans,  drawings,  information  and 
other  property  which,  if  the  contract  had 
been  completed,  would  be  required  to  be  fur¬ 
nished  to  the  buyer; 

(7)  Use  his  best  efforts  to  sell,  in  the 
manner,  to  the  extent,  at  the  time,  and  at  the 
price  or  prices  directed  or  authorized  by  the 
buyer,  any  property  of  the  types  referred  to 
in  (6)  above:  Provided,  however.  That  the 
seller  (1)  shall  not  be  required  to  extend 
credit  to  any  purchaser,  and  (ii)  may  acquire 
any  such  property  under  the  conditions  pre¬ 
scribed  by  and  at  a  price  or  prices  approved 
by  the  buyer:  And  provided  further.  That 
the  proceeds  of  any  such  transfer  or  disposi¬ 
tion  shall  be  applied  in  reduction  of  any 
payments  to  be  made  by  the  buyer  to  the 
seller  under  this  contract  or  shall  otherwise 
be  credited  to  the  price  or  cost  of  the  work 
covered  by  this  contract  or  paid  in  such  other 
manner  as  the  buyer  may  direct; 
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(8)  Complete  performance  of  such  part 
of  the  work  as  shall  not  have  been  termi¬ 
nated  by  the  Notice  of  Termination;  and 

(9)  Take  such  action  as  may  be  neces¬ 
sary  or  as  the  buyer  may  direct  for  protection 
and  preservation  of  the  property  related  to 
this  contract  which  is  In  the  possession  of 
the  seller  and  in  which  the  buyer  or  the 
Government  has  or  may  acquire  an  interest. 

(c)  After  receipt  of  a  Notice  of  Termina¬ 
tion,  the  seller  shall  submit  to  the  buyer  his 
termination  claim,  in  the  form  and  with  the 
certification  prescribed  by  the  buyer.  Such 
claim  shall  be  submitted  promptly,  but  not 
later  than  six  (6)  months  from  the  effective 
date  of  termination.  Upon  failure  of  the 
seller  to  submit  his  termination  claim  within 
the  time  allowed,  the  buyer  may  determine, 
on  the  basis  of  information  available  to  him, 
the  amount,  if  any,  due  to  the  seller  with 
respect  to  the  termination  and  such  determi¬ 
nation  shall  be  final.  After  the  buyer  has 
made  a  determination  under  this  paragraph, 
he  shall  pay  the  seller  the  amount  so 
determined. 

(d)  Subject  to  the  provisions  of  paragraph 
(c)  the  seller  and  the  buyer  may  agree  upon 
the  whole  or  any  part  of  the  amount  or 
amounts  to  be  paid  to  the  seller  by  reason 
of  the  total  or  partial  termination  of  work 
pursuant  to  this  clause,  which  amount  or 
amounts  may  include  a  reasonable  allow¬ 
ance  for  profit  on  work  done  and  the  buyer 
shall  pay  the  agreed  amount  or  amounts: 
Provided,  That  such  agreed  amount  or 
amounts,  exclusive  of  settlement  costs,  shall 
not  exceed  the  total  contract  price  as  reduced 
by  the  amount  of  payments  otherwise  made 
and  as  further  reduced  by  the  contract  price 
of  work  not  terminated.  Nothing  in  para¬ 
graph  (e)  below  prescribing  the  amount  to 
be  paid  to  the  seller  in  the  event  of  the 
failure  of  the  seller  and  the  buyer  to  agree 
upon  the  whole  amount  to  be  paid  to  the 
seller  by  reason  of  the  termination  of  work 
pursuant  to  this  clause,  shall  be  deemed  to 
limit,  restrict,  or  otherwise  determine  or 
affect  the  amount  or  amounts  which  may  be 
agreed  upon  to  be  paid  to  the  seller  pursuant 
to  this  paragraph  (d). 

(e)  In  the  event  of  the  failure  of  the  seller 
and  the  buyer  to  agree  as  provided  in  para¬ 
graph  (d)  upon  the  whole  amount  to  be 
paid  to  the  seller  by  reason  of  the  termina¬ 
tion  of  work  pursuant  to  this  clause,  the 
buyer,  but  without  duplication  of  any 
amounts  agreed  upon  in  accordance  with 
paragraph  (d),  shall  pay  to  the  seller  the 
following  amounts: 

(1)  For  completed  supplies  accepted  by 
the  buyer  (or  sold  or  acquired  as  provided 
in  paragraph  (b)  (7)  above)  and  not  there¬ 
tofore  paid  for,  forthwith  a  oum  equivalent 
to  the  aggregate  price  for  such  supplies  com¬ 
puted  in  accordance  with  the  price  or  prices 
specified  in  the  contract,  appropriately  ad¬ 
justed  for  any  saving  of  freight  or  other 
charges; 

(2)  In  respect  of  the  work  terminated  as 
permitted  by  this  clause,  the  total  (without 
duplication  of  any  items)  of — 

(i)  The  cost  of  such  work,  including 
Initial  costs  and  preparatory  expenses  allo¬ 
cable  thereto,  exclusive  of  any  costs  attrib¬ 
utable  to  supplies  paid  or  to  be  paid  for 
under  (1)  above;  and 

(ii)  The  cost  of  settling  and  paying 
claims  arising  out  of  the  termination  of 
work  under  subcontracts  or  orders  as  pro¬ 
vided  in  paragraph  (b)(5)  above,  exclusive 
of  the  amounts  paid  or  payable  on  account 
of  supplies  or  materials  delivered  or  services 
furnished  by  the  subcontractor  prior  to  the 
effective  date  of  the  Notice  of  Termination 
of  work  under  this  contract,  which  amount 
shall  be  included  in  the  cost  on  account  of 
which  payment  is  made  under  (i)  above; 
and 

(iii)  A  sum,  as  a  profit,  equal  to  2 
percent  of  the  part  of  the  amount  deter¬ 
mined  under  (i)  above  which  represents  the 


cost  of  articles  and  materials  not  processed 
by  the  seller,  plus  a  sum  equal  to  8  percent 
of  the  remainder  of  such  amount,  but  the 
aggregate  of  such  sum  shall  not  exceed  6 
percent  of  the  whole  of  the  amount  deter¬ 
mined  under  (i)  above,  which  amount  for 
the  purpose  of  this  subdivision  (iii)  shall 
exclude  any  charges  for  interest  on  borrow¬ 
ings:  Provided,  however.  That  if  it  appears 
that  the  seller  would  have  sustained  a  loss 
on  the  entire  contract  had  it  been  com¬ 
pleted,  no  profit  shall  be  included  or  allowed 
under  this  subdivision  (iii)  and  an  appro¬ 
priate  adjustment  shall  be  made  reducing 
the  amount  of  the  settlement  to  reflect 
the  indicated  rate  of  loss;  and 

(3)  The  reasonable  costs  of  settlement, 
including  accounting,  legal,  clerical,  and 
other  expenses  reasonably  necessary  for  the 
preparation  of  settlement  claims  and  sup¬ 
porting  data  with  respect  to  the  terminated 
portion  of  the  contract  and  for  the  termina¬ 
tion  and  settlement  of  subcontracts  there¬ 
under,  together  with  reasonable  storage, 
transportation,  and  other  costs  incurred  in 
connection  with  the  protection  or  disposi¬ 
tion  of  the  property  allocable  to  this 
contract. 

The  total  sum  to  be  paid  to  the  seller  under 
(1)  and  (2)  above  shall  not  exceed  the  total 
contract  price  as  reduced  by  the  amount  of 
payments  otherwise  made  and  as  further 
reduced  by  the  contract  price  of  work  not 
terminated.  Except  for  normal  spoilage 
and  except  to  the  extent  that  the  buyer  or 
the  Government  shall  have  otherwise  ex¬ 
pressly  assumed  the  risk  of  loss,  there  shall 
be  excluded  from  the  amounts  payable  to 
the  seller  under  (1)  and  (2)  (i)  above  the 
fair  value  as  determined  by  the  buyer  of 
property  which  is  destroyed,  lost,  stolen,  or 
damaged  so  as  to  become  undeliverable  to 
the  buyer  or  to  a  purchaser  pursuant  to 
paragraph  (b)(7). 

(f)  The  obligation  of  the  buyer  to  make 
any  payments  under  this  clause  shall  be 
subject  to  deductions  with  respect  to  (1) 
all  unliquidated  advance  or  other  payments 
on  account  theretofore  made  to  the  seller 
applicable  to  the  terminated  portion  of  this 
contract,  (2)  any  claim  which  the  buyer 
may  have  against  the  seller,  in  connection 
with  this  contract,  and  (3)  the  agreed  price 
for,  or  the  proceeds  of  sale  of,  any  materials, 
supplies,  or  other  things  retained  by  the 
seller  or  sold,  and  not  otherwise  recovered  by 
or  credited  to  the  buyer. 

(g)  If  the  termination  hereunder  be  par¬ 
tial,  prior  to  the  settlement  of  the  termi¬ 
nated  portion  of  this  contract,  the  seller 
may  file  with  the  buyer  a  request  in  writing 
that  an  equitable  adjustment  be  made  in  the 
price  or  prices  specified  in  the  contract  for 
the  work  in  connection  with  the  continued 
portion  not  terminated  by  the  Notice  of 
Termination,  and  the  appropriate  equitable 
adjustment  shall  be  made  in  such  price  or 
prices. 

(h)  The  buyer  may,  from  time  to  time, 
under  such  terms  and  conditions  as  he  may 
prescribe,  make  partial  payments  and  pay¬ 
ments  on  account  against  costs  incurred  by 
the  seller  with  respect  to  the  terminated 
portion  of  the  contract,  whenever  in  the 
opinion  of  the  buyer  the  aggregate  of  such 
payments  shall  be  within  the  amount  to 
which  the  seller  will  be  entitled  hereunder. 
If  the  total  of  such  payments  is  in  excess  of 
the  amount  finally  agreed  upon  or  deter¬ 
mined  to  be  due  under  this  clause,  such 
excess  shall  be  payable  by  the  seller  to  the 
buyer  upon  demand,  together  with  interest 
computed  at  the  rate  of  6  percent  per  an¬ 
num,  for  the  period  from  the  date  such 
excess  payment  is  received  by  the  seller  to 
the  date  on  which  such  excess  is  repaid: 
Provided,  however,  That  no  interest  shall  be 
charged  with  respect  to  any  such  excess  pay¬ 
ment  attributable  to  a  reduction  in  the 
seller’s  claim  by  reason  of  retention  or  other 


disposition  of  termination  inventory  until 
ten  days  after  the  date  of  such  retention  or 
disposition,  or  such  later  date  as  determined 
by  the  buyer  by  reason  of  the  circumstances. 

(i)  For  the  purpose  of  paragraphs  (c)  and 
(e)  above,  the  amounts  of  the  payments  to 
be  made  by  the  buyer  to  the  seller  shall  be 
determined  in  conformity  with  the  policies 
and  principles  set  forth  in  Part  1-8  of  the 
Federal  Procurement  Regulations  (41  CFR 
1-8),  in  effect  at  the  date  of  this  contract. 
Unless  otherwise  provided  for  in  this  con¬ 
tract,  or  by  applicable  statute,  the  seller,  for 
a  period  of  three  years  after  final  settlement 
under  the  contract  shall  make  available  to 
the  buyer  and  the  Government  at  all  reason¬ 
able  times  at  the  office  of  the  seller  all  his 
books,  records,  documents,  or  other  evidence 
bearing  on  the  costs  and  expenses  of  the 
seller  under  the  contract  and  in  respect  of 
the  termination  of  work  hereunder  or,  to  the 
extent  approved  by  the  Government-,  photo¬ 
graphs,  microphotographs,  or  other  authen¬ 
tic  reproductions  thereof. 

§  1—8.707  Default  clause  for  fixed-price 
supply  contracts. 

The  following  clause  is  applicable  as 
prescribed  in  §  1-8.700-2  (b)  (1) : 

Default 

(a)  The  Government  may,  subject  to  the 
provisions  of  paragraph  (c)  below,  by  writ¬ 
ten  notice  of  default  to  the  Contractor,  ter¬ 
minate  the  whole  or  any  part  of  this  contract 
in  any  one  of  the  following  circumstances: 

(i)  If  the  Contractor  fails  to  make  de¬ 
livery  of  the  supplies  or  to  perform  the  serv¬ 
ices  within  the  time  specified  herein  or  any 
extension  thereof;  or 

(ii)  If  the  Contractor  fails  to  perform 
any  of  the  other  provisions  of  this  contract, 
or  so  fails  to  make  progress  as  to  endanger 
performance  of  this  contract  in  accordance 
with  its  terms,  and  in  either  of  these  two 
circumstances  does  not  cure  such  failure 
within  a  period  of  10  days  (or  such  longer 
period  as  the  Contracting  Officer  may  author¬ 
ize  in  writing)  after  receipt  of  notice  from 
the  Contracting  Officer  specifying  such 
failure. 

(b)  In  the  event  the  Government  termi¬ 
nates  this  contract  in  whole  or  in  part  as 
provided  in  paragraph  (a)  of  this  clause,  the 
Government  may  procure,  upon  such  terms 
and  in  such  manner  as  the  Contracting 
Officer  may  deem  appropriate,  supplies  or 
services  similar  to  those  so  terminated,  .and 
the  Contractor  shall  be  liable  to  the  Govern¬ 
ment  for  any  excess  costs  for  such  similar 
supplies  or  services:  Provided,  That  the  Con¬ 
tractor  shall  continue  the  performance  of 
this  contract  to  the  extent  not  terminated 
under  the  provisions  of  this  clause. 

(c)  Except  with  respect  to  defaults  of 
subcontractors,  the  Contractor  shall  not  be 
liable  for  any  excess  costs  if  the  failure  to 
perform  the  contract  arises  out  of  causes 
beyond  the  control  and  without  the  fault 
or  negligence  of  the  Contractor.  Such 
causes  may  include,  but  are  not  restricted  to, 
acts  of  God  or  of  the  public  enemy,  acts  of 
the  Government  in  either  its  sovereign  or 
contractual  capacity,  fires,  floods,  epidemics, 
quarantine  restrictions,  strikes,  freight  em¬ 
bargoes,  and  unusually  severe  weather;  but 
in  every  case  the  failure  to  perform  must  be 
beyond  the  control  and  without  the  fault  or 
negligence  of  the  Contractor.  If  the  failure 
to  perform  is  caused  by  the  default  of  a  sub¬ 
contractor,  and  if  such  default  arises  out  of 
causes  beyond  the  control  of  both  the  Con¬ 
tractor  and  subcontractor,  and  without  the 
fault  or  negligence  of  either  of  them,  the 
Contractor  shall  not  be  liable  for  any  excess 
costs  for  failure  to  perform,  unless  the  sup¬ 
plies  or  services  to  be  furnished  by  the  sub¬ 
contractor  were  obtainable  from  other 
sources  in  sufficient  time  to  permit  the  Con- 
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severe  weather,  or  delays  of  subcontractors  or 
suppliers  due  to  causes  beyond  their  control 
and  without  their  fault  or  negligence:  Pro¬ 
vided,  That  the  Contractor  shall  within  10 
days  from  the  beginning  of  any  such  delay, 
unless  the  Contracting  Officer  shall  grant  a 
further  period  of  time  prior  to  the  date 
of  final  settlement  of  the  contract,  notify 
the  Contracting  Officer  in  writing  of  the 
causes  of  delay.  The  Contracting  Officer  shall 
ascertain  the  facts  and  the  extent  of  the 
delay  and  extend  the  time  for  completing  the 
work  when  In  his  judgment  the  findings  of 
fact  justify  such  an  extension,  and  his 
findings  of  fact  shall  be  final  and  conclu¬ 
sive  on  the  parties  hereto,  subject  only  to 
appeal  as  provided  In  the  clause  of  this 
contract  entitled  “Disputes.”  1 

§  1-8.710  Default  clause  for  fixed-price 

research  and  development  contracts. 

The  following  clause  is  applicable  as 
prescribed  in  §  1-8.700— 2(b)  (3) : 

Default 

(a)  The  Government  may,  subject  to  the 
provisions  of  paragraph  (c)  of  this  clause,  by 
written  notice  of  default  to  the  Contractor, 
terminate  the  whole  or  any  part  of  this  con¬ 
tract  in  any  one  of  the  following  cir¬ 
cumstances: 

(1)  If  the  Contractor  falls  to  perform 
the  work  called  for  by  this  contract  within 
the  time(s)  specified  herein  or  any  exten¬ 
sion  thereof;  or 

(2)  If  the  Contractor  fails  to  perform 
any  of  the  other  provisions  of  this  contract, 
or  so  fails  to  prosecute  the  work  as  to  en¬ 
danger  performance  of  this  contract  In  ac¬ 
cordance  with  its  terms,  and  in  either  of 
these  two  circumstances  does  not  cure  such 
failure  within  a  period  of  10  days  (or  such 
longer  period  as  the  Contracting  Officer  may 
authorize  In  writing)  after  receipt  of  notice 
from  the  Contracting  Officer  specifying  such 
failure. 

(b)  In  the  event  the  Government  termi¬ 
nates  this  contract  In  whole  or  In  part  as 
provided  In  paragraph  (a)  of  this  clause, 
the  Government  may  procure,  upon  such 
terms  and  in  such  manner  as  the  Contract¬ 
ing  Officer  may  deem  appropriate,  work 
similar  to  the  work  so  terminated  and  the 
Contractor  shall  be  liable  to  the  Govern¬ 
ment  for  any  excess  costs  for  such  similar 
work:  Provided,  That  the  Contractor  shall 
continue  the  performance  of  this  contract 
to  the  extent  not  terminated  under  the  pro¬ 
visions  of  this  clause. 

(c)  Except  with  respect  to  defaults  of  sub¬ 
contractors,  the  Contractor  shall  not  be 

•  liable  for  any  excess  costs  if  the  failure  to 
perform  the  contract  arises  out  of  causes 
beyond  the  control  and  without  the  fault 
or  negligence  of  the  Contractor.  Such  causes 
may  include,  but  are  not  restricted  to,  acts 
of  God  or  of  the  public  enemy,  acts  of  the 
Government  in  either  its  sovereign  or  con¬ 
tractual  capacity,  fires,  floods,  epidemics, 
quarantine  restrictions,  strikes,  freight  em¬ 
bargoes,  and  unusually  severe  weather;  but 
in  every  case  the  failure  to  perform  must 
be  beyond  the  control  and  without  the 
fault  or  negligence  of  the  Contractor.  If 
the  failure  to  perform  is  caused  by  the  de¬ 
fault  of  a  subcontractor,  and  if  such  default 
arises  out  of  causes  beyond  the  control  of 
both  the  Contractor  and  subcontractor,  and 
without  the  fault  or  negligence  of  either  of 
them,  the  Contractor  shall  not  be  liable  for 
any  excess  costs  for  failure  to  perform  unless 
the  supplies  or  services  to  be  furnished  by 
the  subcontractor  were  obtainable  from  other 
sources  in  sufficient  time  to  permit  the  Con- 


1  When  Standard  Form  19  is  used,  the  words 
the  clause  of  this  contract  entitled  ‘Dis¬ 
putes’  ”  shall  not  be  substituted  for  the  words 
Clause  3  hereof”  in  that  form. 
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tractor  to  meet  the  required  delivery  sched¬ 
ule  or  other  performance  requirements. 

(d)  If  this  contract  Is  terminated  as  pro¬ 
vided  in  paragraph  (a)  of  this  clause,  the 
Government,  in  addition  to  any  other  rights 
provided  in  this  clause,  may  require  the 
Contractor  to  transfer  title  and  deliver  to 
the  Government,  in  the  manner  and  to  the 
extent  directed  by  the  Contracting  Officer, 
any  of  the  completed  or  partially  completed 
work  not  theretofore  delivered  to,  and  ac¬ 
cepted  by,  the  Government  and  any  other 
property,  including  contract  rights,  spe¬ 
cifically  produced  or  specifically  acquired  for 
the  performance  of  such  part  of  this  contract 
as  has  been  terminated;  and  the  Contractor 
shall,  upon  the  direction  of  the  Contracting 
Officer,  protect  and  preserve  property  in  the 
possession  of  the  Contractor  in  which  the 
Government  has  an  interest.  The  Govern¬ 
ment  shall  pay  to  the  Contractor  the  con¬ 
tract  price,  if  separately  stated,  for  com¬ 
pleted  work  accepted  by  the  Government 
and  the  amount  agreed  upon  by  the  Con¬ 
tractor  and  the  Contracting  Officer  for  (1) 
completed  work  for  which  no  separate  price 
is  stated,  (2)  partially  completed  work,  (3) 
other  property  described  above  which  is  ac¬ 
cepted  by  the  Government,  and  (4)  the  pro¬ 
tection  and  preservation  of  property.  Failure 
to  agree  shall  be  a  dispute  concerning  a 
question  of  fact  within  the  meaning  of  the 
clause  of  this  contract  entitled  “Disputes.” 
The  Government  may  withhold  from 
amounts  otherwise  due  the  Contractor  for 
such  completed  supplies  or  manufacturing 
materials  such  sum  as  the  Contracting  Of¬ 
ficer  determines  to  be  necessary  to  protect 
the  Government  against  loss  because  of  out¬ 
standing  liens  or  claims  of  former  lien 
holders. 

(e)  If,  after  notice  of  termination  of  this 
contract  under  the  provisions  of  this  clause, 
it  is  determined  for  any  reason  that  the 
Contractor  was  not  in  default  under  the  pro¬ 
visions  of  this  clause,  or  that  the  default  was 
excusable  under  the  provisions  of  this  clause, 
the  rights  and  obligations  of  the  parties 
shall,  if  the  contract  contains  a  clause  pro¬ 
viding  for  termination  for  convenience  of 
the  Government,  be  the  same  as  if  the  notice 
of  termination  had  been  issued  pursuant  to 
such  clause.  If,  after  notice  of  termination 
of  this  contract  under  the  provisions  of  this 
clause,  it  is  determined  for  any  reason  that 
the  Contractor  was  not  in  default  under  the 
provisions  of  this  clause,  and  if  this  contract 
does  not  contain  a  clause  for  providing  for 
termination  for  convenience  of  the  Govern¬ 
ment,  the  contract  shall  be  equitably  ad¬ 
justed  to  compensate  for  such  termination 
and  the  contract  modified  accordingly;  fail¬ 
ure  to  agree  to  any  such  adjustment  shall 
be  a  dispute  concerning  a  question  of  fact 
within  the  meaning  of  the  clause  of  this 
contract  entitled  “Disputes.” 

(f )  The  right  and  remedies  of  the  Govern¬ 
ment  provided  in  this  clause  shall  not  be 
exclusive  and  are  in  addition  to  any  other 
rights  and  remedies  provided  by  law  or  under 
this  contract. 


a  supply  contract  Is  being  completely 
terminated.  With  appropriate  modifi¬ 
cation,  the  notice  can  be  used  in  connec¬ 
tion  with  other  than  a  supply  contract. 
Telegraphic  Notice — Complete  Termination 
Date _ _ 

XYZ  Corporation 
New  York,  New  York 

Your  contract  No.  _ is  hereby  ter¬ 

minated  in  its  entirety  pursuant  to  clause 

_ of  the  contract  effective  [here  insert 

“immediately”  or  “on _ _  19__,”  (in¬ 

serting  the  date)  or  “as  soon  as  you  have 
delivered  thereunder  including  previous  de¬ 
liveries  the  following  items”  (listing  items)  ]. 
Immediately  stop  all  work,  terminate  sub¬ 
contracts  and  place  no  further  orders  except 
to  extent  (insert  if  applicable  “that  is  neces¬ 
sary  to  perform  any  portion  thereof  not  ter¬ 
minated  hereby  or”)  that  you  or  a  subcon¬ 
tractor  wish  to  retain  and  continue  for  own 
account  any  work  in  process  or  other  mate¬ 
rials.  Telegraph  similar  instructions  to  all 
subcontractors  and  suppliers.  Letter  and 
instructions  follow. 


Contracting  Officer 

(b)  The  following  format  of  tele¬ 
graphic  notice  is  suggested  where  a  sup¬ 
ply  contract  is  being  partially  termi¬ 
nated.  With  appropriate  modification, 
the  notice  can  be  used  in  connection 
with  other  than  a  supply  contract. 
Telegraphic  Notice — Partial  Termination 


Date _ 

XYZ  Corporation 
New  York,  New  York 

Your  contract  No. _ is  hereby  par¬ 
tially  terminated  pursuant  to  clause _ 

of  the  contract  effective  on _ _  19 _ , 

on  which  date  you  will  reduce  its  total  num¬ 
ber  of  items  to  be  delivered  as  follows  (in¬ 
serting  instructions  as  to  reduced  deliveries) . 
Immediately  stop  all  work,  terminate  sub¬ 
contracts  and  place  no  further  orders  ex¬ 
cept  to  extent  that  is  necessary  to  perform 
any  portion  thereof  not  terminated  hereby 
or  that  you  or  a  subcontractor  wish  to  re¬ 
tain  and  continue  for  own  acoount  any  work 
in  process  or  other  materials.  Telegraph 
similar  instructions  to  all  subcontractors 
and  suppliers.  Letter  and  instructions 
follow. 


Contracting  Officer 
§  1—8.801—2  Letter  notice. 

The  following  format  of  letter  notice 
of  termination  of  a  prime  supply  con¬ 
tract  is  suggested  for  use.  With  appro¬ 
priate  modification,  it  is  suitable  for 
use  in  terminating  other  than  a  supply 
contract  and  in  terminating  a  sub¬ 
contract. 

Letter  Notice  of  Termination  to  Prime 
Contractors 


Subpart  1-8.8 — Formats  of  Notices, 
Forms,  Warranties,  and  Agree¬ 
ments 

§  1—8.800  Scope  of  suhpart.  • 

This  subpart  contains  certain  sug¬ 
gested  formats  of  notices,  forms,  war¬ 
ranties,  and  agreements  related  to  the 
termination  and  settlement  of  contracts. 
The  formats  are  for  guidance  of  agencies 
in  their  implementation  of  this  Part  1-8. 

§  1—8.801  Notice  of  termination  for 
convenience  of  the  Government. 

§  1—8.801—1  Telegraphic  notice. 

(a)  The  following  format  of  tele¬ 
graphic  notice  is  suggested  for  use  where 


[At  the  top  of  the  notice  set  out  all  special 
details  *relating  to  the  particular  termina¬ 
tion:  e.g.,  name  and  address  of  company, 
number  of  prime  contract  terminated,  serv¬ 
ice  involved,  appropriation  or  allotment,  etc. 

Two  alternative  forms  of  paragraph  No. 
1  are  set  out  below.  If  this  written  termina¬ 
tion  notice  confirms  a  telegraphic  notice 
previously  sent,  use  the  first  of  the  alterna¬ 
tive  paragraphs  No.  1  below.  If  no  previous 
telegraphic  notice  has  been  sent,  use  the 
second.] 

1.  Effective  Date  of  Termination.  This 
letter  will  confirm  the  Government’s  tele¬ 
gram  to  you  dated  _ _  19 — ,  ter¬ 
minating  [in  part]  your  Contract  No. - 

(hereinafter  referred  to  as  “the  contract”) 
for  the  convenience  of  the  Government,  in 
accordance  with  the  clause  thereof  entitled 
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“Termination  for  Convenience  of  the  Gov¬ 
ernment”  [or,  In  the  case  of  a  cost-reim¬ 
bursement-type  contract,  “Termination  for 
Default  or  for  Convenience  of  the  Govern¬ 
ment”].  Such  termination  Is  effective  on  the 
date  and  In  the  manner  stated  in  the  tele¬ 
gram  referenced  above  [or  a  copy  of  which 
is  attached  hereto]. 

(or) 

1.  Effective  Date  of  Termination.  You  are 

notified  that  your  Contract  No. - (here¬ 

inafter  referred  to  as  “the  contract”)  is  here¬ 
by  terminated  [In  part]  for  the  convenience 
of  the  Government,  in  accordance  with  the 
clause  thereof  entitled  “Termination  for 
Convenience  of  the  Government”  [or,  in  the 
case  of  a  cost-reimbursement-type  contract, 
“Termination  for  Default  or  for  Convenience 
of  the  Government"].  Such  termination 

will  be  effective: _  [Here  insert 

either  "Immediately  upon  your  receipt  of 
this  Notice”  or  “on _ _  19 _ ,”  (in¬ 

serting  the  date)  or  “as  soon  as  you  have 
delivered  under  the  contract  the  following 
number  of  each  of  the  Items  listed  below, 
including  those  heretofore  delivered,  to  wit: 

_ ”  or,  “on  _ _  19 _ _  on 

which  date  you  are  hereby  directed  to  reduce 
the  total  number  of  items  to  be  delivered 
under  the  contract  as  follows":  (here  Insert 
instructions  as  to  reduced  deliveries.)] 

2.  Cessation  of  Work  and  Notification  to 
Immediate  Subcontractors,  (a)  You  shall 
stop  all  work,  make  no  further  shipments, 
and  place  no  further  orders  In  connection 
with  the  contract,  except  (1)  to  the  extent 
necessary  to  perform  any  portion  thereof 
not  terminated  by  this  Notice,  or  (2)  to  the 
extent  that  you  may  wish  to  retain  and  con¬ 
tinue  any  work  In  process  or  other  materials 
for  your  own  account,  or  (3)  to  the  extent 
the  Contracting  Officer  authorizes  you  to 
continue  work  In  process  for  reasons  of 
safety,  or  to  clear  [or  avoid  damage  to] 
equipment  or  to  avoid  immediate  complete 
spoilage  of  work  In  process  having  a  definite 
commercial  value,  or  otherwise  to  prevent 
undue  loss  to  the  Government.  [If  you  be¬ 
lieve  the  authorization  referred  to  in  para¬ 
graph  2(a)(3)  Is  necessary  or  advisable,  you 
shall  Immediately  notify  the  Contracting 
Officer  by  telephone  or  personal  conference 
and  obtain  instructions.]  You  shall  keep 
adequate  records  of  your  compliance  with 
this  paragraph  2(a)  showing  (1)  the  date  you 
received  your  Notice  of  Termination,  (11) 
the  effective  date  of  such  termination,  and 
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(111)  the  extent  of  completion  of  performance 
on  such  effective  date. 

(b)  You  shall  give  notice  of  termination 
to  each  of  your  immediate  subcontractors 
(Including  suppliers)  who  will  be  affected  by 
the  termination  of  your  contract.  In  such 
notipe  you  shall  (1)  give  him  the  number  of 
your  contract  with  the  Government;  (2) 
state  that  It  has  been  terminated  (or  termi¬ 
nated  in  part,  if  that  is  the  case)  for  the 
convenience  of  the  Government;  (3)  give 
him  the  name  and  address  of  the  Contracting 
Officer;  (4)  Instruct  him  to  stop  all  work,  to 
make  no  further  shipments,  to  place  no  more 
orders,  and  to  terminate  all  subcontracts 
under  this  contract  with  you  (subject  to  the 
same  exceptions  stated  in  paragraph  2(a)*) ; 
(5)  direct  him  to  submit  his  settlement  pro¬ 
posal  promptly  in  order  to  expedite  settle¬ 
ment;  and  (6)  request  him  to  give  similar 
notice  and  instructions  to  his  immediate 
subcontractors. 

(c)  You  shall  notify  the  Contracting 
Officer  of  the  number  of  articles  completed 
under  the  contract  and  still  on  hand,  and 
arrange  with  him  for  their  delivery  or  other 
disposal. 

(d)  You  shall  forthwith  transfer  title 
to  the  Government  and  deliver  in  accordance 
with  any  instructions  of  the  Contracting 
Officer,  all  items  of  termination  inventory 
(including  subcontractor  termination  inven¬ 
tory  which  under  the  terms  of  the  subcon¬ 
tract  or  purchase  order  concerned  you  have 
the  right  to  take  over)  of  the  following  types 
or  classes:  [Insert  proper  identification  or 
“none”.] 

(e)  You  shall  notify  the  Contracting 
Officer  of  any  pending  legal  proceedings 
which  relate  to  any  subcontracts  or  purchase 
orders  under  the  terminated  contract  or 
which  have  resulted  in  or  which  are  intended 
to  result  in  a  lien  or  encumbrance  on  any 
termination  inventory  other  than  termina¬ 
tion  inventory  you  propose  and  are  author¬ 
ized  to  purchase,  retain,  or  dispose  of.  The 
Contracting  Officer  shall  also  be  promptly 
notified  of  any  such  proceedings  brought 
after  receipt  of  this  Notice. 

(f)  You  shall  submit  your  settlement 
proposal  and  take  such  other  action  as  may 
be  required  by  the  Contracting  Officer  or  un¬ 
der  the  termination  clause  contained  in 
your  contract. 

3.  Termination  Inventory.  In  connection 
with  settlement  of  your  claim  it  will  be  nec¬ 
essary  to  establish  that  all  your  termination 
inventory  and  that  of  your  subcontractors 


has  been  properly  accounted  for.  For  de¬ 
tailed  information,  see  Subpart  1-8.5  of  the 
Federal  Procurement  Regulations  (41  CFR 
1-8.5). 

4.  Completed  End  Items.  Subject  to 
§  1-8.306  of  the  Federal  Procurement  Regu¬ 
lations  (41  CFR  1-8.306) ,  you  will  invoice  ac¬ 
ceptable  completed  end  items  under  the 
contract  in  the  usual  way  and  not  include 
them  in  your  settlement  proposal. 

5.  Patents.  Your  attention  is  called  to 
any  provisions  of  the  contract  which  may 
require  you  to  make  a  disclosure  of,  and  to 
deliver  to  the  Government  instruments  of 
license  or  assignment  respecting,  all  inven¬ 
tions,  discoveries,  and  patent  applications 
made  by  you  in  the  performance  of  the  con¬ 
tract.  You  are  urged  to  forward  such  dis¬ 
closures  and  instruments  of  license  or  as¬ 
signment  to  the  Contracting  Officer  promptly, 
inasmuch  as  these  contractual  obligations 
must  be  complied  with  before  execution  of 
the  final  settlement  agreement.  This  para¬ 
graph  may  be  disregarded  if  the  contract 
contains  no  such  patent  provisions. 

6.  Settlements  with  Subcontractors.  You 
remain  liable  to  your  subcontractors  and 
suppliers  for  claims  arising  by  reason  of  the 
termination  of  their  subcontracts  or  orders. 
You  are  requested  to  settle  such  termination 
claims  as  promptly  as  possible.  For  pur¬ 
poses  of  reimbursement  by  the  Government, 
such  settlements  will  be  governed  by  the 
provisions  of  Part  1-8  of  the  Federal  Pro¬ 
curement  Regulations  (41  CFR  1-8). 

7.  Office  in  Charge  of  Settlement.  The 
Office  named  below  will  be  in  charge  of  the 
settlement  of  your  claim.  As  to  any  mat¬ 
ters  not  covered  by  this  Notice,  you  should 
consult  the  Office  named  below. 

8.  Acknowledgment  of  Receipt  of  Notice. 
Please  acknowledge  receipt  of  this  notice  as 
shown  below. 


(Contracting  Officer) 
(Name  of  Office) 


(Address)  I 
Acknowledgment  of  Notice 

The  undersigned  hereby  acknowledges  re¬ 
ceipt  of  a  signed  copy  of  the  foregoing  Notice 
on _ ,  19 — . 


By 


(Name  of  Contractor) 
(Title) 


(c)  Page  3  of  Format  802-1.  (d)  Page  4  of  Format  802-1. 


Tuesday ,  November  27,  1962 
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RULES  AND  REGULATIONS 


§  1—8.802—4  Formal  802—4,  Settlement  Proposal  for  Cost-Reimbursement  Type 
Contracts. 


SETTLEMENT  PROPOSAL  FOR  COST-REIMBURSEMENT  TYPE  CONTRACTS 

To  ho  uaed  bj  print  coot  rad  ort  lobmlttiog  termination  claim*  on  co*t-  itimbanement  type  contract*  onder  Sit  1  -*  of  the  Federal  Procurement 
Rtgulabotu  (41  CPU  1-1).  Abo  tuitablc  for  DM  in  connection  with  terminated  cott-rrimbonemcnt  type  sabcootractt. 

COMPANY 

PROPOSAL  NUMKR 

imnAtim 

GOVERNMENT  PRIME  CONTRACT  NO.  RETE PENCE  NO. 

cm  AMO  ST  ATI 

EffECTIVE  DATE  Of  TERMINATION 

mn 

(•) 

TOTAL 

FREVIOUSIY  SUBMITTED 

M 

INCREASE  OR  DECREASE 
•Y  THIS  PROPOSAL 

TO 

TOTAL 

SURMITTEO  TO  DATE 

M 

l 

S 

S 

■  1 "  I'  — 

■  | 

■bhhhbh 

■■■■■■■■■ 
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»  1 
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■M 
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1  ~ 

■■■■■■■■I 

01!.' '.V  Vf  ,!'-f.ln!' J 

mmmmmu 

ilSVIWHl 

»  -<\\  MT 

uW^vsjmmm 

s 

□KTI\M\1W 

CkVPSMHHHHI 

t 

in;’irTr,,m  m  11  imp 

t 

fwaM| 

NAME  Of  CONTRACTOR 

•Y  (Signofur*  of  ovMmn'iad  officio 1) 

T(TU  OATC 

NAME  Of  SimmORT  ACCOUNTING  OffWAl 

mu 

Tuesday ,  November  27,  1962  FEDERAL  REGISTER 

§  1-8.803  Formats  of  inventory  schedules. 

§  1-8.803-1  Format  803-1,  Inventory  Schedule  A  (Metals  in  Mill  Product  Form). 


(a)  Page  1  of  Format  803-1. 


(b)  Page  2  of  Format  803-1. 

INSTRUCTIONS  FOR  USS— INVINTORY  SCHEDULE  A 
METALS  M  MILL  PRODUCT  FORM 


A.  CLASSIFICATION 

(a)  Lis*  metals  in  raw  or  primary  form  a*  furnished  by  Ik*  mill 
and  on  which  than  ha*  boon  no  subsequent  fabricating  opera¬ 
tion.  Do  not  include  catting*  and  forging*,  which  or*  to  b* 
lilted  on  Format  803-3.  Ut*  a  n*w  farm,  with  continuation 
*h**t*  if  necessary,  for  each  typ*  of  m*tol,  and  write  th*  nam* 
of  th*  metal  or  oltoy  in  the  "Property  Oamification"  block  pro¬ 
vided  in  fit*  upper  right-hand  comer  of  the  form.  Example*  are* 
Alloy  Steel  Copper  Aluminum 

Carbon  Steel  Fro*  Cutting  lra*«  .Silver 

Stainlei*  Steel  Manganese  Irani*  Tin 

(b)  In  addition,  on  th*  theet*  far  any  luch  metal,  lilt  Ilk* 
form*  of  th*  metal  or  alloy  together  in  lequence.  Far  example, 
on  the  theet  or  iheett  uted  to  lid  Carbon  Steel,  group  together 
all  th*  drip,  then  follow  with  th*  ihoet*,  then  th*  bar  dock,  etc. 

8.  DESCRIPTION  (Column  b).— Full  commercial  d**eription  and 
weight  i*  required  for  all  item*. 

C  CONDITION  (Column  c).— For  purpota  of  indicating  condition 
of  material,  the  cod*  indicated  below  ihould  be 
quire*  the  combination  of  a  letter  and  a  number  in 
(a*  C4  or  N2).  Ute  th*  letter  "X."  wrthout_a  ^ 
rial  considered  to  have  no  further  value 
tended,  but  of  possible  talvage  value 
comidered  tcrop,  intert  an 
CODE:  N— NEW 

E  — Uted — reconditioned 
O  — U**d — utable  without  repairs 
R  — Uted — repair*  required 

D.  COST  (Column*  *  and  Q.— Any  generally  recognized  batit 
for  coding  inventory  may  be  uted,  provided  it  ha*  been  regularly 
uted  by  th*  contractor  and  properly  reflect*  hi*  cod*. 


t  COMMON  ITEMS.— Any  Item*  of  inventory  reawnebiy  utable, 
without  lorn  la  the  contractor  on  hi*  ofiier  work,  become  they  ora 
material*,  part*,  or  component*,  common  In  nature  la  bath  the 
terminated  contract  and  other  work  of  th*  contractor,  are  no*  te 
be  I  (tied  except  for  item*  fit*  delivery  of  which  ha*  been  required 
by  th*  Government  and  except  for  Government  tomithed  prop¬ 
erty.  (See  Inventory  Schedule  Certificate.) 

F.  PROCEEDS  OF  AUTHORIZED  SALE  (Column  g).— Insert  Ike  let¬ 
ter  "A”  after  Ihe  amount  if  th*  *ole  (or  credtt  for  ocqunttion)  ha* 
been  authorized  or  approved  by  the  contracting  officer  or  cus¬ 
tomer.  Insert  Ihe  letter  MC”  if  the  amount  represent*  your  offer  ^ 
to  acquit*  or  self.  Jn  either  case,  quantity  should  also  be  drawn 
(on  a  second  lino)  if  less  than  th*  full  quantity  shown  in  col¬ 
umn  d. 


O.  GOV 


3WNEO  PROPERTY 

tithed  property  should  be  listed  on  **p- 
[  te  show  that  Ihe  item*  are  Government- 

. . material*  purchased  by  th*  contractor  Is 

Government,  such  material*  should  be  listed  and 
supplied. 


H.  MISCELLANEOUS 

(a)  Separate  Schedule*.— If  the  space  provided  for  any  Infer, 
motion  called  for  it  insufficient,  attach  separate  supporting 

(b)  Continuation  Shook.  —  Us*  Format  803-2  whenever  morn 
than  on*  page  is  required. 

(c)  Number  of  Copm*.— The  number  of  teh  of  inventory  tched- 
ulet  required  will  be  Indicated  by  the  contracting  officer  or  the 
customer  from  whom  th*  notice  of  termination  it  received. 
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RULES  AND  REGULATIONS 

§  1—8.803—2  Format  803—2,  Inventory  Schedule  A — Continuation  Sheet  (Metals  in  Mill  Product  Form) 


MVMVORY  9CHKDUU  A— CONTINUATION  SHEET  (Minus  m  mu  nooucr  form; 

□  ItMMAIION  0  NOHTBHMNATION 


OOWMMNT  EMM  CONDUCT  NO.  WKONDUCT  OR  FA  NO.  WBNCRNO.  TROWTI  aAMOICATKX  ( Sm  butrmcmmi  m  Ftnmml  90S-I)  MR  [  FAOC  NO.  I  NO.  Of  FAGC3 


M 


MM  W 


1—8.803—3  Format  803—3,  Inventory  Schedule  B. 

(a)  Page  1  of  Format  803-3. 


:  vi  :i  fi  va  >. 


_  RAW  MAICMAU 

D  fCUr  tk «r  mttmkj 


1M  KMDUU  ATfil ES  TO  ,(Cte*  mm) 


f* *o«*TY  OAWKCATKX  (Sm  hutrmtmm  m  rmrm)  PA0CN0  NUMBtOffAOCJ 


COMANT 


ADORES* 


NWCWCT  COVEND  MT  CONTRACT  OR  ORDER 


oowwwmt  mm  conduct  no.  I  hmcontract  o«  p.o.  no. 


CITY  ANO  STATE 


LOCATION  OT  MATERIAL 


MVBOOKT  SCHEDULE  CERTIFICATE 

TRo  "MyofraM.  IMrtJaallr  aMoo  qq  oalLorliWnNMmoEio  oTMo  caalradar.  cortKoaRM  RtRaq  Ro*»  rootoooUy  mU,  wilKovt  l«u  la  Dm  taalfartw,  a*  Ki«  atW  woAj  Dial  Ika  cook  thaw*  aa  mM 

orwnlnil  »i» In  intiii  IrtiiEd,,  gaga  nwitiri . to  _  _  ,  ladvaiaa,  OaM  t  S^aRalo  oia  la  occoMoaca  wRfc  lha  coahadar'i  book*  of  actovatj  oad  that Mo  prkaa  Am  la coJawi «. 

**  **^VTT*  **“.  *!*.***?*!*  T*  **  **  fc**  M  M»  MoMiRri,  RaaoR  agoa  MmmMm  boliooad  ragranMInQ  «M  gwcoaRa  ol  oaRuriaaR  tola  a*  *o  Roan  covwW  Riacobr,  a*o  loir  aM  hmmUi. 

*  *•  "***1  *•**  *r*  rr”?  *■  *re,r*,,‘i.w<fi  t*!"**  |f*d|— » **.*»  n-  «■.*«*>,  .o~a.  *,  »<ona  *»  ca**»cti.a  o*»>  *  «*,  im  <***. 

‘T’****'1'  *••"*•*  *T*>*.I‘*II*C*^<*.>*  **  caaft)  wi  I.  loc^  m  A.  gLoco.  HAKttW,  E  YOMonf  Mowa  la  Rat  ScfcwM.  baiwaaa  Mo  Jala  LofooT  mmi  M.  Eaol  *m»Km  N  .ad.  lawNwy. 

».  iwgawy  mpmHd  Awli  H  NnaMaRaa  lawM.ir.Md  Dm  «a  Mi  l,  aam.  of  Rw  rw»U.  SU  jad  la  aoy  odhoriiod  prior  diapotlNan,  MHa  la  Aa  iavowtory  lidaR  la  M»  Sdndalo  i.  Karaty  Im4mo4 

RaaMRatn.  nqalioMaiifcaf  AoIwmImI.R  gartio*  o<  Mo  taolracLi  Mot  aaW  Ickadvla  Root  RM  IkMi  aa|r  la  Mo  OaainHoad  mi  l»  warranlil  to  bo  Trap  o»R  dooa  a(  oE  Baal  ami  omooMcoowi. 


NAM  or  CONDUCTOR 


NAM  or  wmvnoRY  accouctno  official 


IT  fSjpNftw  7 


Tuesday ,  November  27, 1962 
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(b)  Page  2  of  Format  803-3. 

INSTRUCTIONS  FOR  USE— INVENTORY  SCHEDULE  1 

Raw  Materials  •  Purchased  Parts  •  Fimshsd  Components  •  Finisnko  Products  •  Miscellaneous 


A.  CLASSIFICATION.— 1.  The  l«a  "low  Materials"  it  her#  used  to  In- 
dud*  maltfiolt  in  primary  form.  Exam  plat  of  the  many  diAerenl  ganarot 
classifications  of  raw  materials  (olfiar  fhon  matob)  include: 

Chemical  Rubber  Shoe  cuf  pock 


vokia  for  use  os  originolfy  intended,  but  of  ponibia  sohroge  voles  otbar 
Ihon  or  tcrap.  If  conude  red  scrap,  intarl  on  "S,” 

CODE;  N — Naw  1— Excellent 


R — Uted — repair!  required  4— fear 

D.  COST  (Crfumns  a  and  f). — Any  generally  recognited  botit  for  coping 
inventory  moy  be  utad,  provided  if  bat  boon  regularly  utad  by  the  con* 
tractor  and  properly  reflect!  hit  cotta. 

t.  COMMON  ITEMS:— Any  Hems  of  inventory  reotonobiy  utoble,  without 
lou  to  the  contractor  on  hit  other  work,  become  they  ore  matariolt,  parti. 


3,  Example!  of  tome  of  the  large  number  of  general  clatrlAcatioru  of 
partt,  component!,  finiihed  product!,  or  mitcelloneout  include: 

Engine!  and  turbine!  Conveyor!  Surgical  Instrument! 

Competitor!  and  Font  and  Electric  Mo  ton  _ 

pumpt  blower!  Drugt 

Imuloted  wire  and  cable  Scoring!  Ignition  Equipment 

Nutt  and  baht  Vahret 


fomithed  property.  (See  Inventory  Schodufo  Certi Acote . J 


3.  Itemi  having  no  commercial  value  moy  be  placed  in  o  tingle  dots,. 
Acatian  designated  "No  Commercial  Value."  For  items  deemed  to  have 
commercial  value,  me  a  new  form  for  ooch  doniAcotion.  Intert  the  noma 
of  the  clastiflcation  in  the  detig  noted  block  at  the  upper  right-hand  comer 


F.  PROCEEDS  OF  AUTHORIZED  SALE  (Column  gj.— Insert  the  letter  HAM 
after  the  omomWSvV  sole  (or  credit  for  acquisition)  hat  been  authorized 
or  OMm^lXihaVouroctiiq  officer  or  customer.  Insert  the  letter  "C 
ilftdJlMMAekvArour  offer  to  acquire  or  tell.  In  either  cote,  quan* 
tiMthoJhk  ainS  bh  tmv^  (on  a  second  line)  if  lets  than  the  full  quantity 


In  sequence  under  separate  subheadings.  For  example,  on  the  tl 
sheet!  uted  to  lip  Chemical!,  group  separately  oil  Acids,  otLMft 
Retint,  etc.  Under  the  general  classification  of  InsulotejivWiA  aSd^ 
group  separately  oil  Asbeslot-lntulatod  Copper  Wirajkll  •Wbobr-lm 
Copper  Wire,  all  Magnet  Wire,  etc.  On  the  sluMWnJ|jJghq 
ratnly  oil  Antitoxin!,  oil  Voccinet,  oil  Strychnine  vqnvSwmiColl  1^ 
Derivatives,  etc.  j\A 


^peVERNMENT-OWNED  PROPERTY 

(o)  Government-furnished  property  should  be  liped  on  se parole  sheets, 
marked  to  show  that  the  items  are  Govern  meat- furnished. 

(b)  Where  title  to  materials  purchased  by  the  contractor  Is  vested  in  Rio 
Government,  such  materials  should  be  listed  and  cop  data  supplied. 


1.  DESCRIPTION  (Column  b).— A  full  commercial  description  it  required  for 
oil  items  which  hove  commercial  value.  For  other  Hems,  furnish  only  such 
description  at  is  sufficient  to  enoble  Hie  contracting  officer  or  Hie  customer 
to  determine  the  opprdpriote  disposition.  Where  there  is  doubt  os  to  Hie 
extent  of  the  description  required,  consult  the  controcting  officer  or  Hie 
customer. 


H.  MISCELLANEOUS 

(a)  5eporafe  Schedules. — If  the  space  provided  tor  any  information 
colled  for  it  insuSciont,  artoch  separate  supporting  schedules. 

(b)  Cnetmuofioa  Sheets.  — Use  Fermat  803-4  whenever  more  Ikon  ossa 
page  it  required. 

(c)  Nuns her  of  Copies.  —The  number  of  sets  of  inventory  schedules  re¬ 
quired  will  be  indicated  by  the  contracting  officer  or  the  customer  from 
whom  the  notice  of  termination  is  received. 


C.  CONDITION  (Column  c). — For  purpose  of  indicating  condition  of  ma¬ 
terial,  the  code  indicated  below  should  be  uted.  It  requires  the  combi¬ 
nation  of  o  letter  ond  e  number  in  each  instance  (as  E4  or  N2).  Use  Hie 


§  1—8.803—4  Formal  803—4,  Inventory  Schedule  B — Continuation  Sheet, 


INVENTORY  SCHEDULE  B— CONTINUATION  SHEET 


|  GOVERNMENT  PRIME  CONTRACT  NO. 


SUBCONTRACT  OR  P.O.  NO. 
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§  1—8.803—5  Format  803—5,  Inventory  Schedule  C  (Work  in  Process) 
(a)  Page  1  of  Format  803-5. 


(b)  Page  2  of  Format  803-5. 

INSTRUCTIONS  FOR  USE- 


A.  CLASSIFICATION. — No  classification  of  itsms  is  roquirod. 
Finished  components  or*  not  to  bo  listed  on  this  form  but  on 
Forme*  803-3.  Other  items  which  have  not  lost  their  identity 
through  whoU  or  partial  assembly  and  which  aro  do •  mod  to 
hout  furthor  commorciol  uso  aro  also  to  bo  listod  on  Format  803-3. 

8.  DESCRIPTION  (Column  b). — Furnish  such  description  as  is  suf¬ 
ficient  to  enable  the  contracting  officer  or  the  customer  to  deter¬ 
mine  the  appropriate  disposition. 

C  CONDITION  (Column  c). — For  material  considered  to  have 


letter  A"  after  the  amount  if  the  tale  (or  credit  far  acquisition) 
has  been  authorized  or  approved  by  the  contracting  officer  or 
customer.  Insert  the  letter  "C"  if  the  amount  represents  your 
offer  to  acquire  or  sell.  In  either  case,  quantity  should  also  be 
shown  (on  a  second  lino)  if  lets  than  the  full  quantity  shown  in 
column  d. 

C.  GOVERNMENT-OWNED  PROPERTY 

(o)  Government-furnished  property  should  be  listed  on  sepa¬ 
rate  sheets,  marked  to  show  that  the  items  ore  Government- 
furnished. 

(b)  Where  title  to  materials  purchased  by  the  contractor  is 
vetted  in  the  Government,  such  materials  should  be  listed  and 
cost  data  supplied. 

H.  MISCELLANEOUS 

(a)  Separate  Schedules. — If  the  space  provided  for  an) 
morion  called  for  is  insufficient,  attach  separate  supporting 
ules. 

(b)  Continuation  Sheets.— Use  Format  803-8  wheneve 
than  one  poge  is  required. 

(c)  Number  of  copies.— The  number  of  sett  of  inventory 
ules  required  will  be  indicated  by  thb  contracting  officer  or  the 
customer  from  wlram  the  notice  of  termination  it  received. 


D.  COST  (Columns  e  end  f).— Any  generally  recognized  basis 
for  costing  inventory  may  be  used,  provided  it  has  been  regu- 


E.  COMMON  ITEMS. — Any  Herns  of  inventory  reasonably  usable, 
wifcout  lorn  to  the  contractor  on  his  other  work,  because  they  are 
eiWerials,  parts,  or  components,  common  in  nature  to  both  the 
termimPed  contract  and  other  work  of  the  contractor,  are  not  to 
be  listed  except  for  Hems  the  delivery  of  which  has  been  required 
by  the  Government  and  except  for  Government-furnished  prop¬ 
erty.  (See  Inventory  Schedule  Certificate.) 

h  PROCEEDS  OF  AUTHORIZED  SALE  (Column  g). -Insert  the 


it  M 


Tuesday,  November  27, 1962 
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§  1—8.303—6  Formal  803—6,  Inventory  Schedule  C — Continuation  Sheet  (Work  in  Process). 


INVENTORY  SCHEDULE  C— CONTINUATION  SHEET  /WOW  JN  process/ 

□  TERMINATION  □  NONTERMINATION 


GOVERNMENT  HUME  CONTRACT  NUMKJt 
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§  1-8.803-7  Format  803-7,  Inventory  Schedule  D  (Dies,  Jigs,  Fixtures,  etc.,  and  Special  Tools), 
(a)  Page  1  of  Format  803-7. 


(b)  Page  2  of  Format  803-7. 

MSTtUCTIONS  KM  USE— INVENTORY  SCHIDUU  O 
DIES,  JIGS.  FIXTURES/  ETC.,  AND  SPECIAL  TOOLS 


A.  CLASSIFICATION 

o.  Items  having  no  common ia!  value  may  bo  placed  in  a  tingle  dossi- 
ficaliea  designated  "No  Commercial  Value.'*  For  Hemt  deemed  to  have 
commercial  value,  general  classifications  may  be  limited  lo  the  following: 

Diet'  Jigs  Gauges  Fixture*  Special  Toole 

b.  Use  a  new  form  for  each  such  general  classification.  Insert  the  name  of 
the  classification  in  the  designated  block  in  Ihe  upper  right-hond  corner  of  the 
form  and  list  the  items  falling  under  that  classification  in  sequence.  For 
example,  an  the  sheet  used  to  list  Diet,  group  separately  all  Extruding 
Diet,  all  Forging  Diet,  all  Farming  Diet,  etc.  On  the  sheet  used  for  Gauges, 
group  separately  all  Thread  Gauges,  all  Radius  Gauges,  all  Depth  Gauges, 
etc.  Whenever  passible,  listing  of  Special  Tools  should  Identify  the  names 
and  numbers  of  the  ports  for  which  the  tools  are  used,  using  the  Govern¬ 
ment  part  number  where  assigned. 

B.  DESCRIPTION  {Column  bj.— An  adequate  commercial  description  is  re¬ 
quired  for  all  items  which  have  commercial  value.  For  other  items,  fur¬ 
nish  description  sufficient  to  enable  the  contracting  officer  or  the  customer 
to  determine  the  appropriate  disposition.  Alto  Indicate  weight  for  eoch 


D.  COSTS  (Columns  e  and  f).— Any  generally  recognised  bosis  for  costing 
inventory  may  be  used,  provided  it  has  been  regularly  used  by  Ihe  contrac¬ 
tor  and  properly  reflects  hit  costs. 

E.  COMMON  ITEMS.— Any  items  of  inventory  reasonably  usoble.  wiAout 
loss  to  the  contractor  on  hit  other  work,  because  they  are  moteriols,  ports, 
or  components,  common  in  nature  to  bath  the  terminated  contract  and  other 
work  of  Ihe  jontroctor,  are  net  to  be  listed  except  for  Hems  the  delivery  of 
which  hat  been  inquired  by  the  Government  and  except  for  Government 
furnished  property.  (See  Inventory  Schedule  Certificate.) 

F.  PROCEEDS  OF  AUTHORIZED  SALE  (Column  gj.— Insert  the  letter  "A" 
after  tie  amount  if  the  sole  (or  credit  for  acquisition)  hat  been  authorised 
or  approved  by  the  contracting  officer  or  customer.  Insert  the  letter  "C* 
if  the  amount  represents  your  ofier  to  ocquire  or  tell.  In  either  cose,  quan¬ 
tity  should  alto  be  shown  (on  a  second  line)  if  lets  than  the  full  quantity 
shown  in  Column  d, 

G.  GOVERNMENT-OWNED  PROPERTY 

(a)  Government- furnished  property  should  be  listed  on  separate  theeb, 
marked  to  show  that  Ihe  items  are  Government-furnished. 


(b)  Wheretill 


C.  CONDITION  (Column  c).—  For  purpose  of  indicating  condition  of  mo- 
Serial,  the  code  indicated  below  should  be  used.  It  requires  the  combina¬ 
tion  of  a  letter  end  o  number  in  eoch  Instance  (at  Ed  or  NJJ.  Use  Ihe 
letter  “X,"  without  a  number,  for  material  considered  to  have  no,. 
value  for  use  as  originally  Intended,  but  of  possible  solvoge^rdfjim  ^ftv^r 
Shan  os  scrap.  If  considered  scrap,  insert  an 

CODE.  N— New 

E  — Used— reconditioned 
O— Used— usable  without  repairs 
R  —Used  repairs  required 


i  purchased  by  Ihe  contractor  it  vested  in  the 
alt  should  be  listed  and  cost  data  supplied. 


ii. — If  the  space  provided  for  any  information 
rftnt,  attach  teporate  supporting  schedules. 

Hnuatton  Sheets.— Use  Format  103-6  whenever  more  thorn  one 
r  It  required. 

(c)  Number  of  Copies.— The  number  of  sett  of  inventory  schedules  re¬ 
quired  will  be  indicated  by  the  contracting  officer  or  the  customer  from 
whom  the  notice  of  termination  It  received. 
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§  1-8.803-9  Formal  803-9,  Termination  Inventory  Schedule  E  (Short  Form  for  Use  with  Format  802-3 
Only). 

(a)  Page  1  of  Format  803-9.  _ 

■■  ■  "  IpAU  |PAG€  NO  NO  Of  " 

TERMINATION  INVENTORY  SCHEDULE  E  ,A0*S 

(proer  row*  roe  usi  wrm  k*mat  mj-j  otr)  _ 

ytm  wni  win  anOSTmH  comtm 

□  OJSSSJSSiS _ _ 

CONTMCTOt  WHO  S*NT  NOTICE  Of  THMMAJKJN  _  _  _  _  —  - - 


UCT  COVZBO  IT  RKMIHATIO  CONTXACT  0«  OK*« 


I  LOCATION  Of  MATttIM. 


Igovhnmmt  mmt 


T  imbi  ipjecoNTXACT  on  f.o.  i 


\zs&  gpisegjars ttttJffSEttxsz  is  <***"" 

I  °“T  i—o  um 


cohemoom  JS^IS 
OWM  nJfZZ: 

NOCHNOf  "g™* 


THMiNATON  INYENTOOY  SCHEDULE  CEtTPtCATE 


wlc»<twm,menl»i  n  ii.ii7  Enritoienuril.beUecobk  tome 4e*iQMtodcoe»re<t  end  is  leased  key  a—.  «  >.  IiXW.Xhhii -  — 

piece.  mede.S:  tow  Uw  omtoto.r  wiBK  exms.  a  *«  wwAli  t.q.ii.iewm  a  Svk^O  to  my 

'•ImM  porKwi  ef  itM  wMd. the)  said  4m.  mi  kclede  mjt  »emi  iwomWj  mtok,  I*  m.  Owsrewmi  m4  n  w« rm**i  Khl* 


week:  that  Dm  certs  skewe  ee  mU  UnM.  aw  k  «•*«• 

mm  4w  price.  4i—  k  <»i—» ».  Mff>n»«M  *»  a 

r.  am  Mr  aad  MMk. 

■din*  e«cer  a  M  «WMk  dwaos  k  4m  Mm  a  *e  levee- 
to  tonal  aa4  Mw  Real  laaiM  at  Mdi  amatory, 
a.  Utk  to  4m  toil.ri  Hm4  k  Ml  Sctoduk  to  hereby  toed md 
free  mi  deer  a  «M  IkM  <a4  eecaamnecec. 


I  of  tuftavoorr  account*®  ofncuo. 


(b)  Page  2  of  Format  803-9. 


INSTRUCTIONS  FOR  USE— TERMINATION  INVENTORY  SCHEDULE  (SWiFH 
FOR  USE  WITH  FORMAT  S03-3  ONLY 


A.  CLASSIFICATION.— Ha  specific  tlossificotion  required  but  similor  to»m» 
should  bo  grouped  together.  Several  dossificotrons  moy  bo  li.lsd  on  on. 
Fofm. 

t.  DESCRIPTION  (Column  b).— A  full  commerciol  description  it  required 
tor  oil  Items  which  hovo  commorciol  voluo.  For  othsr  iltmt,  furnith  only 
such  description  ot  it  sufficient  to  anobla  tho  contracting  officsr  of  tho  cut* 
tomor  to  determine  tho  appropriate  ditpotition, 

C.  CONDITION  (Column  c). — Tor  porpotot  of  indicating  condition  of  ma¬ 
ts  rial,  tho  cods  indicated  below  should  be  used.  H  requires  the  combina¬ 
tion  of  a  letter  end  a  number  in  each  Intionce  tot  E4  or  N2).  Use  the 
letter  "X,"  without  a  number  for  material  considered  to  have  no  further* 
value  lor  use  as  originally  intended,  but  of  possible  talvoga  value  other 
than  as  scrap.  If  considered  scrap,  Insert  on  "5." 

CODE:  N  —New  1  —Excellent 

*  E  —Used— reconditioned  2— Good 

O  — Used— usable  without  repairs  3— Fair 

R  — Used— repoin  required  4— Foot 

D.  COST  (Columns  a  and  f).— Any  generally  recognized  basis  for  costing 
inventory  may  be  used,  provided  it  hat  been  regularly  used  by  the  con¬ 
tractor  and  properly  rtfieds  hit  costs. 

E.  COMMON  ITEMS.— Any  ilemi  of  inventory  reasonably  usable,  without 
lots  to  the  contractor  on  hit  other  work,  because  they  ore  materials,  partj. 


or  components,  common  in  noture  to  both  the  terminated  contract  end  other 
work  of  the  contractor,  ore  not  to  be  listed  except  for  items  the  delivery  of 
which  has  been  required  by  the  Government  ond  except  for  Govemmeef- 
fumished  property  (See  Inventory  Schedule  Certificate.) 

F.  PROCEEDS  OF  AUTHORIZED  SALE  (Column  g).— Intetl  tho  letter  "A" 
after  the  mount  if  the  tale  (or  credit  for  acquisition)  hos  been  authorized 
or  approved  by  the  contracting  officer  or  customer.  Insert  the  letter  "C* 
if  the  amount  repretents  your  offer  to  ocquire  or  self.  In  either  cate, 
quantity  should  bo  also  shown  (on  a  second  lino)  it  less  thon  the  full  quan¬ 
tity  shown  in  Column  d. 

O  GOVERNMENT-OWNED  PROPERTY 

(o)  Government-furnished  property  should  bo  listed  on  seporale  sheets, 
marked  to  show  that  the  items  are  Govemment-lumished. 

(b)  Where  title  to  materials  purchased  by  the  contractor  is  vested  in  the 
Government,  such  materials  should  be  lilted  and  cost  data  supplied. 

H.  MISCELLANEOUS 

(a)  Separate  Schedules.— If  the  space  provided  far  any  information 
colled  for  is  imuMCL  attach  sopo rate  supporting  schedules. 

(b)  NuetBj^Y  cartes. — The  number  of  sets  of  inventory  Jchedulos  ro» 
quitotfw ^oXdiwwby  the  contracting  officer  or  tho  customer  frttol 

Y’wHob  thWoiyWot  iVto,i\piion  it  receivod. 


/ 


«# 
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(c)  Page  3  of  Format  804-2. 


aciiM  V.-UCQ— oa>now  o*  hct  Kvitwmc  cowrucrot 


The  state*  that  he  has  examined  this  application  and  has  considered  the  applicant’* 

general  reputation.  He  has  no  reason  to  doubt  the  accuracy  of  the  information  contained  in  Ais  ap¬ 
plication  or  Aat  the  amount  certified  by  Ae  applicant  as  due  will  constitute  a  proper  charge  to  be 

included  In  Ae  undersigned’s  termination  claim  against - - - He 

recommends  Aat  Ae  requested  partial  payment  be  made. 

The  undersigned  agrees  Aat  he  will  promptly  pay  over  to  the  applicant  or  credit  against  amounts 
owing  from  Ae  applicant  any  amount  received  for  the  benefit  of  the  applicant  under  this  application, 
and  that  he  will  repay  to  Ae  Government  on  demand  any  amount  not  so  paid  or  credited. 


NAMC  or  contractor 

•Y  (Upmtmn  •{  •mtbmU 

me 

_ -xG _ 

DATE 

SECTION  VL — BKOMSNNDATIONS  Of  0TK*  WkfXAUOO  1 

payment  requested,  and  recommended  above 
in  the  termination  claim  of  the  undersi 
Each  of  Ae  undersigned  aj 
credit  against  amounts  owing 
plicant  under  this  application, 
so  paid  or  credited. 


will  constitute  a  proper  charge 


[y  pay  over  to  his  immediate  subcontractor  or 
itractor  any  amount  received  for  the  benefit  of  the  ap- 
ic  will  repay  to  the  Government  on  demand  any  amount  not 


CONTRACTOR 

DATE 

KfNmcADON  or 

YOU*  CONTRACT 

SIGNATURE  OF  OFFICER, 

PARTNER,  OR  OWNER 

1 

2 

3 

4 

3 

6 

7 

§  1—8.805  Scrap  warranty. 

A  warranty  in  the  general  format  set 
forth  below  shall  be  executed  by  a  pur¬ 
chaser  of  material  as  scrap  (on  direct 
purchase  from  the  Government  or  on 
subsequent  resale)  in  accordance  with 
the  requirements  of  §  1-8.504. 

Scrap  Warranty 

In  consideration  of  the  transfer  to  the 
undersigned  of  the  property  covered  by  this 
Agreement  at  a  value  based  upon  its  being 
used  as  scrap,  the  undersigned  represents 
and  warrants  to  the  United  States  of  America 
as  follows: 

(a)  The  property  covered  by  this  Agree¬ 
ment  will  be  used  only  as  scrap,  either  in 
its  existing  condition  or  after  further  prepa¬ 
ration,  unless  and  untU  the  undersigned  is 
released  from  this  warranty. 

(b)  In  the  event  the  undersigned  is  re¬ 
leased  from  this  warranty,  any  payment 
agreed  on  as  consideration  for  such  release 
shall  be  made  to  the  United  States,  regard¬ 
less  of  whether  this  warranty  shall  have 
been  executed  at  the  request  of  the  United 
States. 


(c)  In  the  event  the  undersigned  sells  the 
property  covered  by  this  Agreement  prior  to 
release  of  this  warranty,  the  undersigned  will 
obtain  from  the  purchaser  and  tender  to  the 
United  States  a  warranty  identical  to  this 
executed  by  the  purchaser,  and  upon  receipt 
of  such  other  warranty,  this  warranty  will 
be  released  by  the  United  States. 

§  1—8.806  Formats  of  settlement  agree¬ 
ment. 

§  1—8.806—1  Settlement  agreement  for 
use  in  settling  fixed-price  prime  con¬ 
tracts  after  complete  termination. 

This  supplemental  agreement  op  settle¬ 
ment,  entered  into  this  _  day  of 

_ _  19 _ ,  between  the  United  States 

op  America  (hereinafter  called  “The  Govern¬ 
ment”)  represented  by  the  Contracting 
Officer  executing  this  contract,  and _ 

(a)  A  corporation  organized  and  existing 

under  the  laws  of  the  State  of _ ; 

(b)  A  partnership  consisting  of _ ; 

(c)  An  individual  doing  business  as _ 

_ ;  (hereinafter  called  “the  Contrac¬ 
tor")  . 


WITNESSETH  THAT: 

Whereas,  the  Contractor  and  the  Govern¬ 
ment  have  entered  into  Contract  No. - - 

under  date  of _ ,  19 _ which,  to¬ 

gether  with  any  and  all  amendments, 
changes,  modifications,  and  supplements 
thereto,  is  hereinafter  referred  to  as  “the 
contract”;  and 

Whereas,  the  Termination  for  Conven¬ 
ience  of  the  Government  clause  of  the  con¬ 
tract  provides  that  the  performance  of  work 
under  the  contract  may  at  the  convenience 
of  the  Government  he  terminated  by  the 
Government  in  whole,  or  from  time  to  time 
In  part,  whenever  the  Contracting  Officer 
shall  determine  that  such  termination  is  in 
the  best  interest  of  the  Government,  and 
that  the  Contractor  and  the  Contracting 
Officer  may  agree  upon  the  whole  or  any  part 
of  the  amount  to  be  paid  to  the  Contractor 
by  reason  of  such  termination;  and 

Whereas,  by  notice  of  termination  dated 

_ _  the  Government  advised  the 

Contractor  of  the  complete  termination  of 
the  contract  for  the  convenience  of  the 
Government;  and 

Whereas,  as  used  herein,  the  following 
terms  shall  have  the  meanings  hereinafter 
set  forth: 

(a)  The  term  "termination  inventory” 
means  any  items  of  physical  property  pur¬ 
chased,  supplied,  manufactured,  furnished, 
or  otherwise  acquired  for  performance  of  the 
contract  and  properly  allocable  to  the  termi¬ 
nated  portion  of  the  contract.  The  term 
does  not  include  any  facilities,  material, 
production  or  other  equipment,  or  special 
tooling,  which  are  subject  to  a  separate 
contract  or  a  special  contract  provision  gov¬ 
erning  the  use  or  disposition  thereof. 
Termination  inventory  may  include  contrac¬ 
tor-acquired  property  and  Government- 
furnished  property  as  defined  below. 

(1)  “Contractor-acquired  property" 
means  property  procured  or  otherwise  pro¬ 
vided  by  the  Contractor  for  the  performance 
of  a  contract,  whether  or  not  the  Govern¬ 
ment  has  title  by  the  terms  of  the  contract 
or  exercises  its  contractual  right  to  take 
title. 

(2)  "Government  -  furnished  property" 
means  property  in  the  possession  of  or  ac¬ 
quired  directly  by  the  Government,  and  sub¬ 
sequently  delivered  or  otherwise  made  avail¬ 
able  to  the.  Contractor. 

(b)  The  term  “subcontract”  means  any 
contract,  as  defined  in  §  1-1.208  of  the  Fed¬ 
eral  Procurement  Regulations  (41  CFR  1- 
1.208),  other  than  a  prime  contract,  entered 
into  by  a  prime  contractor  or  a  subcontrac¬ 
tor,  calling  for  supplies  or  services  required 
for  the  performance  of  any  one  or  more 
prime  contracts. 

(c)  The  term  "scrap”  means  property 
which  has  no  reasonable  prospect  of  being 
sold  except  for  the  recovery  value  of  its 
basic  material  content. 

Now,  therefore,  the  parties  hereto  do  mu¬ 
tually  agree  as  follows: 

Article  1.  The  Contractor  certifies  that 
all  contract  termination  Inventory  (includ¬ 
ing  scrap)  has  been  retained  or  otherwise 
acquired  by  him,  sold  to  third  parties,  re¬ 
turned  to  suppliers,  stored  for  the  Govern¬ 
ment,  delivered  to  the  Government,  or  other¬ 
wise  properly  accounted  for,  and  all  proceeds 
or  retention  prices  thereof,  if  any,  have  been 
taken  into  account  in  arriving  at  this 
agreement. 

Article  2.  (a)  The  Contractor  certifies 

that,  prior  to  the  execution  of  this  agree¬ 
ment,  each  of  the  Contractor’s  immediate 
subcontractors  whose  claim  is  included  In 
the  claim  settled  by  this  agreement  has  fur¬ 
nished  to  the  Contractor  a  certificate  stat¬ 
ing  (1)  that  all  of  his  subcontract  termina¬ 
tion  inventory  (including  scrap)  has  been 
retained  or  otherwise  acquired  by  him,  sold 
to  third  parties,  returned  to  suppliers,  stored 
for  the  Government,  delivered  to  the  Govern¬ 
ment,  or  otherwise  properly  accounted  for, 
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and  all  proceeds  or  retention  prices  thereof, 
if  any,  were  taken  into  account  in  arriving 
at  the  settlement  of  the  subcontract  or  sub¬ 
contracts,  and  (2)  that  the  subcontractor 
has  received  from  each  of  the  immediate 
subcontractors  whose  claim  was  included  in 
his  claim  a  substantially  similar  certificate. 

(b)  The  Contractor  hereby  transfers  and 
conveys  to  the  Government  all  the  right, 
title,  and  interest,  if  any,  which  the  Con¬ 
tractor  has  received,  or  is  entitled  to  receive, 
in  and  to  subcontract  termination  inventory, 
if  any,  not  otherwise  properly  accounted 
for,  and  hereby  assigns  to  the  Government 
any  and  all  of  his  rights  relating  thereto. 

Article  3.  The  Contractor  certifies  that, 
with  respect  to  all  items  of  termination  in¬ 
ventory  the  costs  of  which  were  taken  into 
account  in  arriving  at  the  amount  of  this 
settlement,  or  in  the  settlement  of  any  sub¬ 
contract  claim  included  in  this  settlement: 

(a)  all  such  items  are  properly  allocable  to 
the  terminated  portion  of  the  contract;  (b) 
such  items  are  not  in  excess  of  the  reason¬ 
able  quantitative  requirements  of  the  termi¬ 
nated  portion  of  the  contract;  (c)  such  items 
do  not  include  any  items  reasonably  usable 
without  loss  to  the  Contractor,  on  his  other 
work;  and  (d)  the  Contractor  has  informed 
the  Contracting  Officer  of  any  substantial 
change  in  the  status  of  such  items  between 
the  dates  of  his  termination  inventory  sched¬ 
ules  and  the  date  of  this  agreement. 

Article  4.  In  all  cases  where  the  Con¬ 
tractor  has  not  previously  made  such  pay¬ 
ments,  the  Contractor  shall,  within  ten  (10) 
days  after  receipt  of  the  payment  provided 
for  hereunder,  pay  to  each  of  his  immediate 
subcontractors  (or  to  their  respective  as¬ 
signees)  the  respective  amounts  to  which 
they  are  entitled,  after  deducting,  if  the  Con¬ 
tractor  so  elects,  any  amounts  then  due 
and  payable  to  the  Contractor  by  such 
subcontractors . 

Article  5.  (a)  The  Contractor  has  received 

the  sum  of  $ _ on  account  of  work  and 

services  performed,  or  articles  delivered,  un¬ 
der  the  completed  portion  of  the  contract. 
The  Government  as  part  of  this  negotiated 
settlement  hereby  confirms  and  acknowledges 
the  right  of  the  Contractor,  subject  to  the 
provisions  of  Article  6  hereof,  to  retain  such 
sum  heretofore  paid  and  agrees  that  such 
sum  constitutes  a  portion  of  the  total 
amount  to  which  the  Contractor  is  entitled 
in  settlement  of  the  Contract. 

(b)  In  addition,  upon  execution  of  this 
agreement  the  Government  agrees  to  pay  to 
the  Contractor  or  his  assignee,  upon  pres¬ 
entation  of  proper  invoices  or  vouchers,  the 


sum  of  $ _ [insert  net  amount  of  settle¬ 

ment],  arrived  at  by  deducting  from  the 
sum  of  $ _ [for  claim  submitted  on  in¬ 


ventory  basis,  insert  gross  amount  of  settle¬ 
ment;  for  claim  submitted  on  total  cost  basis, 
insert  gross  amount  of  settlement  less 
amount  set  forth  in  5a  above],  (1)  the 
amount  of  $ _ representing  all  unliqui¬ 

dated  partial  or  progress  payments  previously 
made  on  account  to  the  Contractor  or  his 
assignee  and  all  unliquidated  advance  pay¬ 
ments  (with  interest,  if  any,  thereon),  and 

(2)  the  amount  of  $ _ representing  all 

applicable  property  disposal  credits  [and  (3) 

the  amount  of  $ _ representing  all  other 

amounts  due  the  Government  under  this 
contract  except  as  hereinafter  provided  in 

Article  61].  Said  sum  of  $ _ [insert  net 

amount  of  settlement],  together  with  all 
other  sums  heretofore  paid,  constitutes  pay¬ 
ment  in  full  and  complete  settlement  of  the 
amount  due  the  Contractor  by  reason  of  the 
complete  termination  of  work  under  the  con¬ 
tract  and  of  all  other  claims  and  liabilities 
of  the  Contractor  and  the  Government  un¬ 
der  the  contract,  except  as  hereinafter  pro¬ 
vided  in  Article  6. 

Article  6.  Notwithstanding  any  other  pro¬ 
vision  of  this  agreement,  the  following  rights 


1  To  be  inserted  where  appropriate. 


and  liabilities  of  the  parties  under  the  con¬ 
tract  are  hereby  reserved: 

[The  following  list  of  reserved  or  excepted 
rights  and  liabilities  is  intended  to  cover 
those  which  should  most  frequently  be  re¬ 
served,  and  which  should  in  any  event  be 
scrutinized  at  the  time  a  settlement  is  signed 
(see  S  1-8.209-2) .  The  suggested  language  of 
the  enumerated  excepted  items  on  the  list 
may  be  varied  in  the  discretion  of  the  Con¬ 
tracting  Officer  to  cover  more  accurately  the 
exceptions  needed  in  a  particular  case. 
Where  greater  accuracy  or  completeness  may 
be  achieved  by  a  reference  to  the  number  of 
the  contract  clause  or  provision  covering  the 
matter  in  question,  this  method  of  enumer¬ 
ating  reserved  rights  and  liabilities  may  be 
followed.  Omit  any  of  the  following  which 
are  not  applicable  and  add  any  additional 
exceptions  or  reservations  required.] 

(a)  All  rights  and  liabilities,  if  any,  of  the 

parties  under  the  Renegotiation  Act  of  19 _ 

[Insert  reference  to  applicable  Renegotiation 
Act]. 

(b)  All  rights  and  liabilities  of  the  parties 
arising  under  the  contract  articles,  if  any, 
or  otherwise  which  relate  to  reproduction 
rights,  patent  Infringements,  inventions,  and 
applications  for  patent  and  patents,  includ¬ 
ing  rights  to  assignments,  invention  reports 
and  licenses,  covenants  of  Indemnity  against 
patent  risks,  and  bonds  for  patent  indemnity 
obligations,  together  with  all  rights  and  lia¬ 
bilities  under  any  such  bond. 

(c)  All  rights  and  liabilities  of  the  parties 
under  the  contract  relating  to  options  (ex¬ 
cept  options  to  continue  or  increase  the  work 
under  the  contract) ,  covenants  not  to  com¬ 
pete,  and  covenants  of  indemnity. 

(d)  All  rights  and  liabilities  of  the  parties 
under  agreements  with  respect  to  the  future 
care  and  disposition  by  the  Contractor  of 
Government-owned  property  remaining  in 
his  custody. 

(e)  All  rights  and  liabilities  of  the  parties 
under  the  contract  with  respect  to  any  con¬ 
tract  termination  inventory  stored  for  the 
Government  pursuant  to  Article  1  hereof. 

(f)  All  rights  and  liabilities  of  the  parties 
under  the  contract  with  respect  to  any  and 
all  Government  property  furnished  to  the 
Contractor  for  the  performance  of  this 
contract. 

(g)  All  rights  and  liabilities  of  the  parties 
arising  under  the  contract,  or  otherwise,  con¬ 
cerning  defects  in,  or  guarantees  or  warran¬ 
ties  relating  to,  any  articles  or  component 
parts  furnished  to  the  Government  by  the 
Contractor  pursuant  to  the  contract  or  this 
agreement. 

(h)  All  rights  and  liabilities,  if  any,  of  the 
parties  under  those  clauses  Inserted  in  the 
contract  because  of  the  requirements  of 
statutes  and  Executive  orders,  including 
without  limitation,  any  applicable  clauses 
relating  to  the  following  topics:  labor  law, 
contingent  fees,  domestic  articles,  employ¬ 
ment  of  aliens,  and  “officials  not  to  benefit." 
[If  the  contract  contains  clauses  of  this 
character  inserted  for  reasons  other  than 
requirements  of  statutes  or  Executive  orders, 
the  suggested  language  should  be  appropri¬ 
ately  modified.] 

In  Witness  Whereof,  etc. 

§  1-8.806-2  Settlement  agreement  for 
use  in  settling  fixed-price  prime  con¬ 
tracts  after  partial  terminations. 
This  supplemental  agreement  of  settle¬ 
ment,  entered  into  this  _  day  of 

_ _  19 _ between  the  United  States 

of  America  (hereinafter  called  “the  Govern¬ 
ment”)  represented  by  the  Contracting  Offi¬ 
cer  executing  this  contract,  and _ 

(a)  A  corporation  organized  and  existing 

under  the  laws  of  the  State  of _ ; 

(b)  A  partnership  consisting  of - ; 

(c)  An  individual  doing  business  as 
_ ;  (hereinafter  called  "the  Contrac¬ 
tor”)  . 


WITNESSETH  THAT: 

Whereas,  the  Contractor  and  the  Govern¬ 
ment  have  entered  into  Contract  No.  _ _ 

under  date  of _ _  19 _ which,  to¬ 

gether  with  any  and  all  amendments, 
changes,  modifications,  and  supplements 
thereto,  is  hereinafter  referred  to  as  “the 
contract”;  and 

Whereas,  the  Termination  for  Convenience 
of  the  Government  clause  of  the  contract 
provides  that  the  performance  of  work  under 
the  contract  may  at  the  convenience  of  the 
Government  be  terminated  by  the  Govern¬ 
ment  in  whole,  or  from  time  to  time  in  part, 
whenever  the  Contracting  Officer  shall  deter¬ 
mine  that  such  termination  is  in  the  best 
interest  of  the  Government,  and  that  the 
Contractor  and  Contracting  Officer  may  agree 
upon  the  whole  or  any  part  of  the  amount  to 
be  paid  to  the  Contractor  by  reason  of  such 
termination;  and 

Whereas,  by  notice  of  termination  dated 
_ _  the  Government  advised  the  Con¬ 
tractor  of  the  partial  termination  of  the 
contract  for  the  convenience  of  the  Govern¬ 
ment  as  of  the  date  and  to  the  extent  pro¬ 
vided  in  such  notice,  to  which  reference  is 
hereby  made  as  to  the  part  terminated,  and 
said  part  is  hereinafter  referred  to  .as  the 
“terminated  portion  of  the  contract”;  and 
Whereas,  as  used  herein,  the  following 
terms  shall  have  the  meanings  hereinafter 
set  forth : 

(a)  The  term  “termination  inventory” 
means  any  items  of  physical  property  pur¬ 
chased,  supplied,  manufactured,  furnished, 
or  otherwise  acquired  for  performance  of  the 
contract  and  properly  allocable  to  the  ter¬ 
minated  portion  of  the  contract.  The  term 
does  not  Include  any  facilities,  material, 
production  or  other  equipment,  or  special 
tooling,  which  are  subject  to  a  separate  con¬ 
tract  or  a  special  contract  provision  govern¬ 
ing  the  use  or  disposition  thereof.  Termina¬ 
tion  inventory  may  include  contractor- 
acquired  property  and  Government-fur¬ 
nished  property  as  defined  below. 

( 1 )  “Contractor-acquired  property” 
means  property  procured  or  otherwise  pro¬ 
vided  by  the  Contractor  for  the  performance 
of  a  contract,  whether  or  not  the  Govern¬ 
ment  has  title  by  the  terms  of  the  contract 
or  exercises  its  contractual  right  to  take 
title. 

(2)  "Government-furnished  property” 
means  property  in  the  possession  of  or  ac¬ 
quired  directly  by  the  Government,  and  sub¬ 
sequently  delivered  or  otherwise  made 
available  to  the  Contractor. 

(b)  The  term  “subcontract”  means  any 
contract,  as  defined  in  §  1-1.208  of  the  Fed¬ 
eral  Procurement  Regulations  (41  CFR  1- 
1.208),  other  than  a  prime  contract,  entered 
into  by  a  prime  contractor  or  a  subcontrac¬ 
tor,  calling  for  supplies  or  services  required 
for  the  performance  of  any  one  or  more  prime 
contracts. 

(c)  The  term  “scrap”  means  property 
which  lias  no  reasonable  prospect  of  being 
sold  except  for  the  recovery  value  of  its  basic 
material  content. 

Now,  therefore,  the  parties  hereto  do  mu¬ 
tually  agree  as  follows : 

Article  1.  The  terminated  portion  of  the 
contract  is  designated  as  follows:  (specify 
the  terminated  portion  clearly  as  to  items, 
including  (a)  item  numbers,  (b)  descrip¬ 
tions,  (c)  quantity  terminated,  (d)  unit 
price  of  items,  (e)  total  price  of  terminated 
items,  and  (f)  any  other  explanation  neces¬ 
sary  to  avoid  uncertainty  or  misunder¬ 
standing.) 

Article  2.  The  Contractor  certifies  that 
all  contract  termination  inventory  (includ¬ 
ing  scrap)  has  been  retained  or  otherwise  ac¬ 
quired  by  him,  sold  to  third  parties,  returned 
to  suppliers,  stored  for  the  Government,  de¬ 
livered  to  the  Government,  or  otherwise 
properly  accounted  for,  and  all  proceeds  or 
retention  prices  thereof,  if  any,  have  been 
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taken  Into  account  In  arriving  at  this  agree¬ 
ment. 

Article  3.  (a)  The  Contractor  certifies 

that,  prior  to  the  execution  of  this  agree¬ 
ment,  each  of  the  contractor’s  immediate 
subcontractors  whose  claim  is  included  in 
the  claim  settled  by  this  agreement  has  fur¬ 
nished  to  the  Contractor  a  certificate  stating 
(1)  that  all  his  subcontract  termination  in¬ 
ventory  (including  scrap)  has  been  retained 
or  otherwise  acquired  by  him,  sold  to  third 
parties,  returned  to  suppliers,  stored  for  the 
Government,  delivered  to  the  Government, 
or  otherwise  properly  accounted  for,  and 
ail  proceeds  or  retention  prices  thereof,  if 
any,  were  taken  into  account  in  arriving 
at  the  settlement  of  the  subcontract  or  sub¬ 
contracts,  and  (2)  that  the  subcontractor 
has  received  from  each  of  the  immediate 
subcontractors  whose  claim  was  included  in 
his  claim  a  substantially  similar  certificate. 

(b)  The  Contractor  hereby  transfers  and 
conveys  to  the  Government  all  the  right, 
title,  and  interest,  if  any,  which  the  Con¬ 
tractor  has  received,  or  is  entitled  to  receive, 
in  and  to  subcontract  termination  Inventory, 
if  any,  not  otherwise  properly  accounted  for, 
and  hereby  assigns  to  the  Government  any 
and  all  of  his  rights  relating  thereto. 

Article  4.  The  Contractor  certifies  that, 
with  respect  to  all  items  of  termination  in¬ 
ventory  the  costs  of  which  were  taken  into 
account  in  arriving  at  the  amount  of  this  set¬ 
tlement,  or  in  the  settlement  of  any  sub¬ 
contract  claim  included  in  this  settlement: 
(a)  all  such  items  are  properly  allocable  to 
the  terminated  portion  of  the  contract;  (b) 
such  items  are  not  in  excess  of  the  reasonable 
quantitative  requirements  of  the  terminated 
portion  of  the  contract;  (c)  such  items  do  not 
Include  any  items  reasonably  usable,  with¬ 
out  loss  to  the  Contractor,  on  his  other  work; 
and  (d)  the  Contractor  has  informed  the 
Contracting  Officer  of  any  substantial  change 
in  the  status  of  such  items  between  the  dates 
of  his  termination  inventory  schedules  and 
the  date  of  this  agreement. 

Article  5.  In  all  cases  where  the  Con¬ 
tractor  has  not  previously  made  such  pay¬ 
ments,  the  Contractor  shall,  within  ten  (10) 
days  after  receipt  of  the  payment  provided 
for  hereunder,  pay  to  each  of  his  immediate 
subcontractors  (or  to  the  their  respective  as¬ 
signees)  the  respective  amounts  to  which 
they  are  entitled,  after  deducting,  if  the  Con¬ 
tractor  so  elects,  any  amounts  then  due  and 
payable  to  the  Contractor  by  such  subcon¬ 
tractors. 

Article  6.  Upon  execution  of  this  agree¬ 
ment,  the  Government  agrees  to  pay  to  the 
Contractor  or  his  assignee,  upon  presentation 
of  proper  invoices  or  vouchers,  the  sum  of 


$ _  [insert  net  amount  of  settlement], 

arrived  at  by  deducting  from  the  sum  of 
$ - [insert  gross  amount  of  settlement]. 


(a)  the  amount  of  $ _ representing  all 

unliquidated  partial  or  progress  payments 
previously  made  on  account  to  the  Contractor 
or  his  assignee  and  all  unliquidated  advance 
payments  (with  interest,  if  any,  thereon)  ap¬ 
plicable  to  the  terminated  portion  of  the 

contract  and  (b)  the  amount  of  $ _ 

representing  all  applicable  property  disposal 

credits.  Said  sum  of  $ _  [Insert  net 

amount  of  settlement],  together  with  all 
other  sums  heretofore  paid,  constitutes  pay¬ 
ment  in  full  and  complete  settlement  of  the 
amount  due  the  Contractor  with  respect  to 
the  terminated  portion  of  the  contract,  ex¬ 
cept  as  hereinafter  provided  in  Article  7. 

Article  7.  Upon  payment  of  said  sum  of 

$ -  [insert  net  amount  of  settlement], 

all  obligations  of  the  Contractor  to  perform 
further  work  or  services  or  to  make  further 
deliveries  under  the  terminated  portion  of 
the  contract  and  all  obligations  of  the  Gov¬ 
ernment  to  make  further  payments  or  to 
carry  out  other  undertakings  in  connection 
therewith  shall  cease :  Provided,  however. 
That  nothing  herein  contained  shall  impair 
or  affect  in  any  way  any  covenants,  terms,  or 


conditions  of  the  contract  relating  to  the 
completed  or  continued  portion  thereof : 
And  provided  further.  That,  with  respect  to 
the  terminated  portion  of  the  contract,  the 
following  rights  and  liabilities  of  the  parties 
are  reserved. 

[The  following  list  of  reserved  or  excepted 
rights  and  liabilities  relating  to  the  termi¬ 
nated  portion  of  the  contract  is  intended  to 
cover  those  which  should  most  frequently  be 
reserved,  and  which  should  in  any  event  be 
scrutinized  at  the  time  a  settlement  agree¬ 
ment  is  sighed  (see  §  1-8.209-2).  The  sug¬ 
gested  language  of  the  enumerated  excepted 
items  on  the  list  may  be  varied  in  the  dis¬ 
cretion  of  the  Contracting  Officer  to  cover 
more  accurately  the  exceptions  needed  in 
a  particular  case.  Where  greater  accuracy  or 
completeness  may  be  achieved  by  a  reference 
to  the  number  of  the  contract  clause  or  pro¬ 
vision  covering  the  matter  in  question,  this 
method  of  enumerating  reserved  rights  and 
liabilities  may  be  followed.  Omit  any  of 
the  following  which  are  not  applicable  and 
add  any  additional  exceptions  or  reserva¬ 
tions  required.] 

(a)  All  rights  and  liabilities,  if  any,  of 

the  parties  under  the  Renegotiation  Act  of 
19 _ [Insert  reference  to  applicable  Rene¬ 

gotiation  Act]. 

(b)  All  rights  and  liabilities,  if  any,  of 
the  parties  under  those  clauses  inserted  in 
the  contract  because  of  the  requirements  of 
statutes  and  Executive  orders,  including, 
without  limitation,  any  applicable  clauses 
relating  to  the  following  topics:  labor  law, 
contingent  fees,  domestic  articles,  employ¬ 
ment  of  aliens,  and  “officials  not  to  benefit.” 
[If  the  contract  contains  olauses  of  this 
character  inserted  for  reasons  other  than 
requirements  of  statutes  or  Executive  orders, 
the  suggested  language  should  be  appro¬ 
priately  modified.] 

(c)  All  rights  and  liabilities  of  the  parties 
arising  under  the  contract  articles,  if  any, 
or  otherwise  which  relate  to  reproduction 
rights,  patent  infringements,  inventions, 
and  applications  for  patents,  including  rights 
to  assignments,  invention  reports  and 
licenses,  covenants  of  indemnity  against 
patent  risks,  and  bonds  for  patent  indemnity 
obligations,  together  with  all  rights  and 
liabilities  under  any  such  bond. 

(d)  All  rights  and  liabilities  of  the  parties 
arising  under  the  contract,  or  otherwise, 
concerning  defects  in,  or  guarantees  or  war¬ 
ranties  relating  to,  any  articles  or  component 
parts  furnished  to  the  Government  by  the 
Contractor  pursuant  to  the  contract  or  this 
agreement. 

(e)  All  rights  and  liabilities  of  the  parties 
with  respect  to  any  contract  termination 
inventory  stored  for  the  Government  pur¬ 
suant  to  Article  2  hereof. 

In  Witness  Whereof,  etc. 

§  1-8.806—3  Partial  settlement  agree¬ 
ment,  for  use  in  settling  fixed-price 
prime  contracts  after  complete  or 
partial  termination  where  settlement 
pertains  only  to  settlements  with  sub¬ 
contractors. 

This  supplemental  agreement  op  settle¬ 
ment,  entered  into  this _ day  of _ 

- -  19 _ between  the  United  States  op 

America  (hereinafter  called  “the  Govern¬ 
ment”)  represented  by  the  Contracting  Of¬ 
ficer  executing  this  contract,  and _ _ 

(a)  A  corporation  organized  and  existing 

under  the  laws  of  the  State  of _ ; 

(b)  A  partnership  consisting  of _ ; 

(c)  An  Individual  doing  business  as 
_ ;  (hereinafter  called  “the  Con¬ 
tractor”).  t 

WITNESSETH  THAT: 

Whereas,  the  Contractor  and  the  Gov¬ 
ernment  have  entered  into  Contract  No. 

_ under  date  of _ _  19 _ which, 

together  with  any  and  all  amendments, 
changes,  modifications,  and  supplements 


thereto,  is  hereinafter  referred  to  as  “the 
contract”;  and 

Whereas,  the  Termination  for  Conven¬ 
ience  of  the  Government  clause  of  the  con¬ 
tract  provides  that  the  performance  of  work 
under  the  contract  may  at  the  convenience 
of  the  Government  be  terminated  by  the 
Government  in  whole,  or  from  time  to  time 
in  part,  whenever  the  Contracting  Officer 
shall  determine  that  such  termination  is  in 
the  best  interest  of  the  Government,  and 
that  the  Contractor  and  Contracting  Officer 
may  agree  upon  the  whole  or  any  part  of  the 
amount  to  be  paid  to  the  Contractor  by 
reason  of  such  termination;  and 

Whereas,  by  notice  of  termination  dated 

_ _  the  Government  advised  the 

Contractor  of  the  [complete  termination  of 
the  contract  for  the  convenience  of  the 
Government;]*  [partial  termination  of  the 
contract  for  the  convenience  of  the  Govern¬ 
ment  as  of  the  date  and  to  the  extent 
provided  in  such  notice,  to  which  reference 
is  hereby  made  as  to  the  part  terminated, 
and  said  part  is  hereinafter  referred  to  as 
“the  terminated  portion  of  the  contract”;  ]  * 
and 

Whereas,  the  Contractor,  in  connection 
with  the  performance  of  the  contract,  has 
entered  into  the  following  subcontracts 
[among  others]:  *  [Insert  here  a  list  of  the 
terminated  subcontracts  Included  in  this 
settlement],  which  subcontracts  were  ter¬ 
minated  by  the  Contractor  in  accordance 
with  the  termination  for  convenience  clause 
of  the  contract  and  in  accordance  with  the 
Notice  of  Termination  received  by  him  from 
the  Government;  and 
Whereas,  the  parties  desire  to  settle  that 
portion  of  the  termination  claim  of  the  Con¬ 
tractor  which  is  based  upon  the  termination 
of  the  subcontracts  listed  herein;  and 
Whereas,  as  used  herein,  the  following 
terms  shall  have  the  meanings  hereinafter 
set  forth: 

(a)  The  term  “termination  inventory” 
means  any  items  of  physical  property  pur¬ 
chased,  supplied,  manufactured,  furnished, 
or  otherwise  acquired  for  performance  of  the 
contract  and  properly  allocable  to  the  ter¬ 
minated  portion  of  the  contract.  The  term 
does  not  include  any  facilities,  material,  pro¬ 
duction  or  other  equipment,  or  special  tool¬ 
ing,  which  are  subject  to  a  'Separate 
contract  or  a  special  contract  provision  gov¬ 
erning  the  use  of  disposition  thereof.  Ter¬ 
mination  inventory  may  Include  contractor- 
acquired  property  and  Government-furnished 
property  as  defined  below. 

(1)  “Contractor-acquired  property” 
means  property  procured  or  otherwise  pro¬ 
vided  by  the  Contractor  for  the  performance 
of  a  contract,  whether  or  not  the  Govern¬ 
ment  has  title  by  the  terms  of  the  contract 
or  exercises  its  contractual  right  to  take 
title. 

(2)  "Government-furnished  property" 
means  property  in  the  possession  of  or  ac¬ 
quired  directly  by  the  Government,  and  sub¬ 
sequently  delivered  or  otherwise  made  avail¬ 
able  to  the  Contractor. 

(b)  The  term  “subcontract”  means  any 
contract,  as  defined  in  §  1-1.208  of  the  Fed¬ 
eral  Procurement  Regulations  (41  CFR 
1-1.208),  other  than  a  prime  contract,  en¬ 
tered  into  by  a  prime  contractor  or  a  subcon¬ 
tractor,  calling  for  supplies  or  services 
required  for  the  performance  of  any  one  or 
more  prime  contracts. 

(c)  The  term  “scrap”  means  property 
which  has  no  reasonable  prospect  of  being 
sold  except  for  the  recovery  value  of  its 
basic  material  content. 

Now.  therefore,  the  parties  hereto  do 
mutually  agree  as  follows: 

Article  1.  (a)  The  Contractor  certifies 

that,  prior  to  the  execution  of  this  agree¬ 
ment,  each  of  the  Contractor's  immediate 


*  Insert  appropriate  phrase. 

*  Insert  where  appropriate. 
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subcontractors  whose  claim  Is  included  in 
the  claim  settled  by  this  agreement  has  fur¬ 
nished  to  the  Contractor  a  certificate  stating 
(1)  that  all  his  subcontract  termination  in¬ 
ventory  (including  scrap),  has  been  retained 
or  otherwise  acquired  by  him,  sold  to  third 
parties,  returned  to  suppliers,  stored  for  the 
Government,  delivered  to  the  Government,  or 
otherwise  properly  accounted  for,  and  all 
proceeds  or  retention  prices  thereof,  if  any, 
were  taken  into  account  in  arriving  at  the 
settlement  of  the  subcontract  or  subcon¬ 
tracts,  and  (2)  that  the  subcontractor  has 
received  from  each  of  the  immediate  sub¬ 
contractors  whose  claim  was  included  in  his 
claim  a  substantially  similar  certificate. 

(b)  The  Contractor  hereby  transfers  and 
conveys  to  the  Government  all  the  right, 
title,  and  interest,  if  any,  which  the  Con¬ 
tractor  has  received,  or  is  entitled  to  re¬ 
ceive,  in  and  to  such  subcontract  termina¬ 
tion  inventory,  to  the  extent  that  it  is  not 
otherwise  properly  accounted  for,  and  hereby 
assigns  to  the  Government  any  and  all  of  his 
rights  relating  thereto. 

Article  2.  In  all  cases  where  the  Con¬ 
tractor  has  not  previously  made  such  pay¬ 
ments,  the  Contractor  shall,  within  ten  (10) 
days  after  receipt  of  the  payment  provided 
for  hereunder,  pay  to  each  of  his  immediate 
subcontractors  (or  to  their  respective  as¬ 
signees)  the  respective  amounts  to  which 
they  are  entitled,  after  deducting,  if  the 
Contractor  so  elects,  any  amounts  then  due 
and  payable  to  the  Contractor  by  such  sub¬ 
contractors. 

Article  3.  The  Contractor  certifies  that, 
with  respect  to  all  items  of  subcontract  ter¬ 
mination  inventory  the  costs  of  which  were 
taken  into  account  in  arriving  at  the  amount 
of  this  settlement,  or  in  the  settlement  of 
any  subcontract  claim  included  in  this  set¬ 
tlement:  (a)  all  such  items  are  properly 
allocable  to  the  terminated  portion  of  the 
contract;  (b)  such  items  are  not  in  excess  of 
the  reasonable  quantitative  requirements  of 
the  terminated  portion  of  the  contract;  (c) 
such  items  do  not  include  any  items  reason¬ 
ably  usable,  without  loss  to  the  Contractor, 
on  his  other  work;  and  (d)  the  Contractor 
has  informed  the  Contracting  Officer  of  any 
substantial  change  in  the  status  of  such 
items  between  the  dates  of  his  termination 
inventory  schedules  and  the  date  of  this 
agreement. 

Article  4.  Upon  execution  of  this  agree¬ 
ment  the  Government  agrees  to  pay  to  the 
Contractor  or  his  assignee,  upon  presentation 
of  proper  invoices  or  vouchers,  the  sum  of 

$ - -  which  sum,  [together  with  the 

amount  of  $ _ heretofore  paid  the  Con¬ 

tractor  as  partial,  progress,  or  advance  pay¬ 
ments],*  constitutes' payment  in  full  and 
complete  settlement,  except  as  hereinafter 
provided  in  Article  5,  of  the  amount  due  the 
Contractor  with  respect  to  that  portion  of 
his  termination  claim  which  is  based  upon 
termination  of  the  subcontracts  listed  here¬ 
inabove.  [The  first  sum  to  be  Inserted  above 
should  be  the  net  amount  of  this  partial 
settlement,  arrived  at  by  deducting  from  the 
gross  amount  of  settlements  with  subject 
subcontractors  as  approved  by  the  Contract¬ 
ing  Officer;  the  second  amount  to  be  in¬ 
serted  above,  which  is  that  portion  of  par¬ 
tial,  progress,  or  advance  payments  liqui¬ 
dated  by  this  agreement.] 

Article  5.  Notwithstanding  any  other 
provision  of  this  agreement,  the  following 
rights  and  liabilities  of  the  parties  under 
the  contract  are  hereby  reserved: 

[Insert  here  a  list  of  the  reserved  or  ex¬ 
cepted  rights  and  liabilities  of  the  Govern¬ 
ment  and  the  Contractor  (see  S  1-8.209-2). 
Reference  is  made  to  instructions  set  forth 
in  Article  6  of  the  agreement  set  forth  in 
5  1-8.806-1  and  Article  7  of  the  agreement 
set  forth  in  §  1-8.806-2  and  to  the  reserved  or 
excepted  rights  and  liabilities  set  forth  in 


8  Insert  where  appropriate. 


those  articles,  which  may  be  used  as  ap¬ 
propriately  modified  to  meet  the  require¬ 
ments  of  any  given  settlement  hereunder.] 

In  Witness  Whereof,  etc. 

§  1-8.806-4  Settlement  agreement  few 
use  in  settling  cost-reimbursement 
type  prime  contracts  after  complete 
'termination  where  settlement  in¬ 
cludes  costs. 

This  supplemental  agreement  of  settle¬ 
ment,  entered  into  this _ day  of - 

_ _  19 _ between  the  United  States  of 

America  (hereinafter  called  “the  Govern¬ 
ment”)  represented  by  the  Contracting 
Officer  executing  this  contract,  and - 

(a)  A  corporation  organized  and  existing 

under  the  laws  of  the  State  of - ; 

(b)  A  partnership  consisting  of - ; 

(c)  An  Individual  doing  business  as 
_ ;  (hereinafter  called  “the  Con¬ 
tractor”)  . 

WITNESSETH  THAT: 

Whereas,  the  Contractor  and  the  Govern¬ 
ment  have  entered  into  Contract  No. - 

under  date  of _ _  19__  which,  to¬ 

gether  with  any  and  all  amendments, 
changes,  modifications,  and  supplements 
thereto,  is  hereinafter  referred  to  as  “the 
contract”;  and 

Whereas,  the  Termination  for  Default  or 
Convenience  o£  the  Government  clause  of 
the  contract  provides  that  the  performance 
of  work  under  the  contract  may  at  the  con¬ 
venience  of  the  Government  be  terminated 
by  the  Government  in  whole,  or  from  time 
to  time  in  part,  whenever  the  Contracting 
Officer  shall  determine  -that  such  termina¬ 
tion  is  in  the  best  interest  of  the  Govern¬ 
ment,  and  that  the  Contractor  and  Contract¬ 
ing  Officer  may  agree  upon  the  whole  or  any 
part  of  the  amount  to  be  paid  to  the  Con¬ 
tractor  by  reason  of  such  termination;  and 

Whereas,  by  notice  of  termination  dated 

_ _  the  Government  advised  the 

Contractor  of  the  complete  termination  of 
the  contract  for  the  convenience  of  the 
Government;  and 

Whereas,  as  used  herein,  the  following 
terms  shall  have  the  meanings  hereinafter 
set  forth : 

(a)  The  term  “termination  inventory” 
means  any  items  of  physical  property  pur¬ 
chased,  supplied,  manufactured,  furnished, 
or  otherwise  acquired  for  performance  of  the 
contract  and  properly  allocable  to  the  termi¬ 
nated  portion  of  the  contract.  The  term 
does  not  Include  any  facilities,  material,  pro¬ 
duction  or  other  equipment,  or  special  tool¬ 
ing,  which  are  subject  to  a  separate  contract 
or  a  special  contract  provision  governing  the 
use  or  disposition  thereof.  Termination 
inventory  may  Include  contractor-acquired 
property  and  Government-furnished  prop¬ 
erty  as  defined  below. 

( 1 )  “Contractor-acquired  property” 
means  property  procured  or  otherwise  pro¬ 
vided  by  the  Contractor  for  the  performance 
of  a  contract,  whether  or  not  the  Govern¬ 
ment  has  title  by  the  terms  of  the  contract 
or  exercises  its  contractual  right  to  take 
title. 

(2)  “Government-furnished  property” 
means  property  in  the  possession  of  or 
acquired  directly  by  the  Government,  and 
subsequently  delivered  or  otherwise  made 
available  to  the  Contractor. 

(b)  The  term  “subcontract”  means  any 
contract,  as  defined  in  S  1-1.208  of  the  Fed¬ 
eral  Procurement  Regulations  (41  CFR 
1-1.208),  other  than  a  prime  contract,  en¬ 
tered  into  by  a  prime  contractor  or  a  sub¬ 
contractor,  calling  for  supplies  or  services 
required  for  the  performance  of  any  one  or 
more  prime  contracts. 

(c)  The  term  “scrap”  means  property 
which  has  no  reasonable  prospect  of  being 
sold  except  for  the  recovery  value  of  Its 
basic  material  content. 


Now  therefore,  the  parties  hereto  do 
mutually  agree  as  follows: 

Article  1.  The  Contractor  certifies  that 
all  contract  termination  inventory  (includ¬ 
ing  scrap)  has  been  retained  or  otherwise 
acquired  by  him,  sold  to  third  parties,  re¬ 
turned  to  suppliers,  stored  for  the  Govern¬ 
ment,  delivered  to  the  Government,  or  other¬ 
wise  properly  accounted  for,  and  all  proceeds 
or  retention  prices  thereof,  if  any,  have  been 
taken  into  account  in  arriving  at  this  agree¬ 
ment. 

Article  2.  (a)  The  Contractor  certifies 
that,  prior  to  the  execution  of  this  agree¬ 
ment,  each  of  the  Contractor’s  immediate 
subcontractors  whose  claim  is  included  in  the 
claim  settled  by  this  agreement  has  fur¬ 
nished  to  the  Contractor  a  certificate  stating 
(1)  that  all  of  his  subcontract  termination 
Inventory  (including  scrap)  has  been  re¬ 
tained  or  otherwise  acquired  by  him,  sold  to 
third  parties,  returned  to  suppliers,  stored 
for  the  Government,  delivered  to  the  Gov¬ 
ernment,  or  otherwise  properly  accounted  for 
and  all  proceeds  or  retention  prices  thereof, 
if  any,  were  taken  into  account  in  arriving 
at  the  settlement  of  the  subcontract  or  sub¬ 
contracts,  and  (2)  that  the  subcontractor  has 
received  from  each  of  the  immediate  sub¬ 
contractors  whose  claim  was  included  in  his 
claim  a  substantially  similar  certificate. 

(b)  The  Contractor  hereby  transfers  and 
conveys  to  the  Government  all  the  right, 
title,  and  Interest,  if  any,  which  the  Contrac¬ 
tor  has  received,  or  is  entitled  to  received, 
in  and  to  subcontract  termination  inven¬ 
tory,  if  any,  not  otherwise  properly  ac¬ 
counted  for,  and  hereby  assigns  to  the  Gov¬ 
ernment  any  and  all  of  his  rights  relating 
thereto. 

Article  3.  The  Contractor  certifies  that, 
with  respect  to  all  items  of  termination  in¬ 
ventory  the  costs  of  which  were  taken  into 
account  in  arriving  at  the  amount  of  this 
settlement,  or  in  the  settlement  of  any  sub¬ 
contract  claim  Included  in  this  settlement: 
(a)  all  such  items  are  properly  allocable  to 
the  terminated  portion  of  the  contract;  (b) 
such  items  are  not  in  excess  of  the  reasonable 
quantitative  requirements  of  the  terminated 
portion  of  the  contract;  (c)  such  items  do 
not  Include  any  items  reasonably  usable, 
without  loss  to  the  Contractor,  on  his  other 
work;  and  (d)  the  Contractor  has  informed 
the  Contracting  Officer  of  any  substantial 
change  in  the  status  of  such  items  between 
the  dates  of  his  termination  inventory  sched¬ 
ules  and  the  date  of  this  agreement. 

Article  4.  In  all  cases  where  the  Contrac¬ 
tor  has  not  previously  made  such  payments, 
the  Contractor  shall,  within  ten  (10)  days 
after  receipt  of  the  payment  provided  for 
hereunder,  pay  to  each  of  his  immediate 
subcontractors  (or  to  their  respective  as¬ 
signees)  the  respective  amounts  to  which 
they  are  entitled,  after  deducting,  if  the 
Contractor  so  elects,  any  amounts  then  due 
and  payable  to  the  Contractor  by  such  sub¬ 
contractors. 

Articles,  (a)  The  Contractor  has  received 

the  sum  of  $ _ on  account  of  work  and 

services  performed,  or  articles  delivered,  un¬ 
der  the  contract  prior  to  the  effective  date 
of  termination.  The  Government  as  part  of 
this  negotiated  settlement  hereby  confirms 
and  acknowledges  the  right  of  the  Contractor, 
subject  to  the  provisions  of  Article  6  hereof, 
to  retain  such  sum  heretofore  paid  and 
agrees  that  such  sum  constitutes  a  portion 
of  the  total  amount  to  which  the  Contractor 
is  entitled  in  complete  and  final  settlement 
of  the  contract. 

(b)  In  addition,  upon  execution  of  this 
agreement  the  Government  agrees  to  {Ay  to 
the  Contractor  or  his  assignee,  upon  pres¬ 
entation  of  proper  invoices  or  vouchers,  the 


sum  of  $ _ [insert  net  amount  of  set¬ 

tlement],  arrived  at  by  deducing  from  the 
sum  of  $ _ [insert  gross  amount  of  set¬ 


tlement  less  amount  set  forth  in  Article 
5(a)  above],  (1)  the  amount  of  $ - 
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representing  all  unliquidated  partial  or  prog¬ 
ress  payments  previously  made  on  account 
to  the  Contractor  or  his  assignee  and  all  un¬ 
liquidated  advance  payments  (with  interest, 


If  any,  thereon)  and  (2)  the  amount  of 

$ _ representing  all  applicable  property 

disposal  credits  [and  (3)  the  amount  of 
$ _ representing  all  other  amounts  due 


the  Government  under  this  contract  except 
as  hereinafter  provided' In  Article  6]. 4  Said 
sum  of  ( _ [Insert  net  amount  of  set¬ 

tlement],  together  with  all  other  sums  here¬ 
tofore  paid,  constitutes  payment  In  full  and 
complete  settlement  of  the  amount  due  the 
Contractor  by  reason  of  the  complete  termi¬ 
nation  of  work  under  the  contract  and  of 
all  other  claims  and  liabilities  of  the  Con¬ 
tractor  and  the  Government  under  the  con¬ 
tract,  except  as  hereinafter  provided  In  Arti¬ 
cle  6. 

Article  6.  Notwithstanding  any  other  pro¬ 
vision  of  this  agreement  the  following  rights 
and  liabilities  of  the  parties  under  the  con¬ 
tract  are  hereby  reserved : 

[The  following  list  of  reserved  or  ex¬ 
cepted  rights  and  liabilities  is  intended  to 
cover  those  which  should  most  frequently 
be  reserved,  and  which  should  In  any  event 
be  scrutinized  at  the  time  a  settlement  agree¬ 
ment  Is  signed  (see  $  1-8 .209-2 ) .  The  sug¬ 
gested  language  of  the  enumerated  excepted 
Items  on  the  list  may  be  varied  In  the  dis¬ 
cretion  of  the  Contracting  Officer  to  cover 
more  accurately  the  exceptions  needed  In  a 
particular  case.  Where  greater  accuracy  or 
completeness  may  be  achieved  by  a  reference 
to  the  number  of  the  contract  clause  or  pro¬ 
vision  covering  the  matter  in  question,  this 
method  of  enumerating  reserved  rights  and 
liabilities  may  be  followed.  Omit  any  of  the 
following  rights  which  are  not  applicable 
and  add  any  additional  exceptions  or  reser¬ 
vations  required.] 

(a)  Claims  by  the  Contractor  against  the 
Government  for  items  of  cost  which  are  the 
subject  of  General  Accounting  Office  excep¬ 
tions  (or  other  items  of  cost  of  the  same 
nature),  which  are  excluded  from  the  set¬ 
tlement  without  prejudice  to  the  rights  of 
either  party,  as  follows:  [Insert  the  amounts 
and  describe  the  claims  not  waived  by  Con¬ 
tractor.] 

(b)  Claims  by  the  Contractor  against  the 
Government,  as  to  which  his  right  of  reim¬ 
bursement  is  disputed,  which  are  excluded 
without  prejudice  to  the  rights  of  either 
party  as  follows:  [Insert  the  amounts  and 
describe  the  claims  with  respect  to  which 
findings  have  been  made  by  the  Contracting 
Officer  disallowing  the  item  and  with  respect 
to  which  the  contractor  has  taken,  or  in¬ 
tends  to  take,  timely  appeal.] 

(c)  Claims  by  the  Contractor  against  the 
Government  which  are  unknown  in  amount 
and  which  involve  costs  claimed  to  be  re¬ 
imbursable  under  the  contract,  as  follows: 
[Insert  the  estimated  amounts  and  describe 
the  claims.] 

(d)  Claims  by  the  Contractor  against  the 
Government  whose  existence  is  unknown, 
based  upon  responsibility  of  the  Cqntractor 
to  third  parties  and  which  involve  costs  re¬ 
imbursable  under  the  contract. 

(e)  Claims  by  the  Government  against  the 
_  Contractor  which  are  based  upon  refunds, 

rebates,  credits,  or  other  accounts  not  now 
known  to  the  Government,  together  with 
interest  thereon,  now  due  or  which  may  be¬ 
come  due  the  Contractor  from  third  parties 
to  the  extent  that  such  amounts  arise  out 
of  transactions  for  which  reimbursement  has 
been  made  to  the  Contractor  under  the  con¬ 
tract.  Any  such  amounts  which  may  here- 
aft^  become  due  to  the  Contractor  from  any 
third  party  or  other  source  shall  be  paid  to 
the  Government  within  30  days  after  receipt 
by  the  Contractor.  Interest  at  6  percent  per 
annum  shall  accrue  and  shall  be  paid  to  the 


4  To  be  inserted  where  appropriate. 


Government  on  any  such  accounts  as  remain 
unpaid  after  the  30-day  period. 

(f)  All  rights  and  liabilities,  if  any,  of  the 
parties  under  the  Renegotiation  Act  of  10 — . 
[Insert  reference  to  applicable  Renegotiation 
Act.] 

(g)  All  rights  and  liabilities  of  the  parties 
arising  under  the  contract  articles,  if  any, 
or  otherwise  which  relate  to  reproduction 
rights,  patent  infringements,  inventions,  and 
applications  for  patent  and  patents,  includ¬ 
ing  rights  to  assignments,  invention  reports 
and  licenses,  covenants  of  indemnity  against 
patent  risks,  and  bonds  for  patent  indemnity 
obligations,  together  with  all  rights  and  lia¬ 
bilities  under  any  such  bond. 

(h)  All  rights  and  liabilities  of  the  parties 
under  the  contract  relating  to  options  (ex¬ 
cept  options  to  continue  or  increase  the 
work  under  the  contract),  covenants  not  to 
compete,  and  covenants  of  indemnity. 

(i)  All  rights  and  liabilities  of  the  parties 
under  agreements  with  respect  to  the  future 
care  and  disposition  by  the  Contractor  of 
Government-owned  property  remaining  in 
his  custody. 

(J)  All  rights  and  liabilities  of  the  parties 
under  the  contract  with  respect  to  any  con¬ 
tract  termination  inventory  stored  for  the 
Government  pursuant  to  Article  1  hereof. 

(k)  All  rights  and  liabilities  of  the  parties 
under  the  contract  with  respect  to  any  and 
all  Government  property  furnished  to  or  ac¬ 
quired  by  the  Contractor  for  the  performance 
of  this  contract. 

(l)  All  rights  and  liabilities  of  the  parties 
arising  under  the  contract,  or  otherwise,  con¬ 
cerning  defects  in,  or  guarantees  or  warran¬ 
ties  relating  to,  any  articles  or  component 
parts  furnished  to  the  Government  by  the 
Contractor  pursuant  to  the  contract  or  this 
agreement. 

(m)  All  rights  and  liabilities,  if  any,  of 
the  parties  under  these  clauses  inserted  in 
the  contract  because  of  the  requirements 
of  statutes  and  Executive  orders,  including, 
without  limitation,  any  applicable  clauses 
relating  to  the  following  topics:  labor  law, 
contingent  fees,  domestic  articles,  employ¬ 
ment  of  aliens,  and  “officials  not  to  benefit." 
[If  the  contract  contains  clauses  of  this 
character  inserted  for  reasons  other  than 
requirements  of  statutes  or  Executive  orders, 
the  suggested  language  should  be  appropri¬ 
ately  modified.] 

In  Witness  Whereof,  etc. 

§  1—8.806—5  Settlement  agreement  for 
use  in  settling  cost-reimbursement 
type  prime  contracts  after  complete 
termination  where  settlement  is 
limited  to  fee. 

This  supplemental  agreement  of  settle¬ 
ment,  entered  into  this  _  day  of 

_ _  19 _ between  the  United  States 

of  America  (hereinafter  called  "the  Govern¬ 
ment”)  represented  by  the  Contracting  Of¬ 
ficer  executing  this  contract,  and - 

(a)  A  corporation  organized  and  existing 

under  the  laws  of  the  State  of _ ; 

(b)  A  partnership  consisting  of _ ; 

(c)  An  individual  doing  business  as 
_ ;  (hereinafter  called  “the  Contrac¬ 
tor”)  . 

WITNESSETH  THAT: 

Whereas,  the  Contractor  and  the  Govern¬ 
ment  have  entered  into  Contract  No. _ 

under  date  of _ _  19 _ which,  to¬ 

gether  with  any  and  all  amendments, 
changes,  modifications,  and  supplements 
thereto,  is  hereinafter  referred  to  pu  “the 
contract”;  and 

Whereas,  the  Termination  for  Default  or 
for  Convenience  of  the  Government  clause 
of  the  contract  provides  that  the  perform¬ 
ance  of  work  under  the  contract  may  at  the 
convenience  of  the  Government  be  termi¬ 
nated  by  the  Government  in  whole,  or  from 
time  to  time  in  part,  whenever  the  Con¬ 
tracting  Officer  shall  determine  that  such 


termination  is  in  the  best  interest  of  the 
Government,  and  that  the  Contractor  and 
Contracting  Officer  may  agree  upon  the 
whole  or  any  part  of  the  amount  to  be  paid 
to  the  Contractor  by  reason  of  such  termi¬ 
nation;  and 

Whereas,  by  notice  of  termination  dated 

_ the  Government  advised 

the  Contractor  of  the  complete  termination 
of  the  contract  for  the  convenience  of  the 
Government;  and 

Whereas,  this  settlement  agreement  is 
limited  to  adjustment  of  the  fee. 

Now,  therefore,  the  parties  hereto  do 
mutually  agree  as  follows : 

Article  1.  (a)  The  Contractor  has  re¬ 
ceived  the  sum  of  $ - on  account  of 

his  fee  under  the  contract  prior  to  the 
effective  date  of  termination. 

(b)  In  addition,  upon  execution  of  this 
agreement,  the  Government  agrees  to  pay 
to  the  Contractor  or  his  assignee,  upon  pres¬ 
entation  of  proper  invoices  or  vouchers,  the 

sum  of  $ -  [insert  net  amount  to  be 

paid  on  account  of  fee].  Said  sum,  together 
with  all  other  sums  heretofore  paid  on  ac¬ 
count  of  fee,  constitutes  payment  in  full 
and  complete  settlement  of  the  amount  due 
the  Contractor  on  account  of  his  fee  under 
the  contract. 

Article  2.  The  Contractor’s  allowable 
costs  under  the  contract  will  be  paid  in  ac¬ 
cordance  with  the  applicable  provisions  of 
the  contract  and  of  Part  1-8  of  the  Federal 
Procurement  Regulations  (41  CFR  1-8). 
[Insert  this  Article  2  only  if  there  are  costs 
to  be  vouchered  out  (see  §l-8.402(a))  or 
if  there  are  costs  to  be  covered  later  by  a 
separate  settlement  agreement.] 

Article  3.  Notwithstanding  any  other 
provision  of  this  agreement  the  following 
rights  and  liabilities  of  the  parties  under  the 
contract  are  hereby  reserved: 

[The  following  list  of  reserved  or  excepted 
rights  and  liabilities  is  intended  to  cover 
those  which  should  most  frequently  be  re¬ 
served,  and  which  should  in  any  event  be 
scrutinized  at  the  time  a  settlement  agree¬ 
ment  is  signed  (see  §  1-8.209-2).  The  sug¬ 
gested  langauge  of  the  enumerated  excepted 
items  on  the  list  may  be  varied  in  the  dis¬ 
cretion  of  the  Contracting  Officer  to  cover 
more  accurately  the  exceptions  needed  in  a 
particular  case.  Where  greater  accuracy  or 
completeness  may  be  achieved  by  a  reference 
to  the  number  of  the  contract  clause  or  pro¬ 
vision  covering  the  matter  in  question,  this 
method  of  enumerating  reserved  rights  and 
liabilities  may  be  followed.  Omit  any  of  the 
following  which  are  nor  applicable  and  add 
any  additional  exceptions  or  reservations 
required.] 

(a)  All  rights  and  liabilities,  if  any,  of 

the  parties  under  the  Renegotiation  Act  of 
19 _ [insert  reference  to  applicable  Renego¬ 

tiation  Act] . 

(b)  All  rights  and  liabilities  of  the  parties 
arising  under  the  contract  articles,  if  any, 
or  otherwise  which  relate  to  reproduction 
rights,  patent  infringement,  inventions,  and 
applications  for  patent  and  patents,  includ¬ 
ing  rights  to  assignments,  invention  reports 
and  licenses,  covenants  of  indemnity  against 
patent  risks,  and  bonds  for  patent  indemnity 
obligations,  together  with  all  rights  and 
liabilities  under  any  such  bond. 

(c)  All  rights  and  liabilities  of  the  parties 
under  the  contract  relating  to  options  (ex¬ 
cept  options  to  continue  or  increase  the  work 
under  the  contract) ,  covenants  not  to  com¬ 
pete,  and  covenants  of  indemnity. 

(d)  All  rights  and  liabilities  of  the  parties 
under  agreements  with  respect  to  the  future 
care  and  disposition  by  the  Contractor  of 
Government-owned  property  remaining  in 
his  custody. 

(e)  All  rights  and  liabilities  of  the  parties 
under  the  contract  with  respect  to  any  and 
all  Government  property  furnished  to  or  ac¬ 
quired  by  the  Contractor  for  the  performance 
of  this  contract. 
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(f)  All  rights  and  liabilities  of  the  parties 
arising  under  the  contract,  or  otherwise,  con¬ 
cerning  defects  in,  or  guarantees  or  war¬ 
ranties  relating  to,  any  articles  or  component 
parts  furnished  to  the  Government  by  the 
Contractor  pursuant  to  the  contract  or  this 
agreement. 

(g)  All  rights  and  liabilities,  if  any,  of 
the  parties  under  those  clauses  inserted  in 
the  contract  because  of  the  requirements  of 
statutes  and  Executive  orders,  including, 
without  limitation,  any  applicable  clauses 
relating  to  the  following  topics:  labor  law, 
contingent  fees,  domestic  articles,  employ¬ 
ment  of  aliens,  and  "officials  not  to  benefit.” 

I  If  the  contract  contains  clauses  of  this  char¬ 
acter  inserted  for  reasons  other  than  require¬ 
ments  of  statutes  or  Executive  orders,  the 
suggested  language  should  be  appropriately 
modified.] 

In  Witness  Whereof,  etc. 

§  1-8.806-6  No-cost  settlement  agree¬ 
ment — partial  termination. 

This  supplemental  agreement  or  settle¬ 
ment,  entered  into  this  _  day  of 

_ _  19 _ ,  between  the  United  States 

or  America  (hereinafter  called  “the  Govern¬ 
ment”),  represented  by  the  Contracting  Of¬ 
ficer  executing  this  contract,  and _ 

(a)  A  corporation  organized  and  existing 

under  the  laws  of  the  State  of _ ; 

(b)  A  partnership  consisting  of _ ; 

(c)  An  individual  doing  business  as _ 

_ ;  (hereinafter  called  “the  Con¬ 
tractor’)  . 

WITNESSETH  THAT: 

Whereas,  the  Contractor  and  the  Govern¬ 
ment  have  entered  into  Contract  No. _ 

under  date  of  _ ,  19__  which,  to¬ 

gether  with  any  and  all  amendments, 
changes,  modifications,  and  supplements 
thereto,  is  hereinafter  referred  to  as  "the 
contract”:  and 

Whereas,  the  contract  provides  that  the 
performance  of  work  thereunder  may  at  the 
convenience  or  option  of  the  Government  be 
terminated  by  the  Government  in  whole,  or 
from  time  to  time  in  part,  whenever  any 
such  termination  is  determined  to  be  for 
the  best  interest  of  the  Government,  and 
that  the  Contractor  and  Contracting  Officer 
may  agree  upon  the  whole  or  any  part  of  the 
amount  or  amounts  to  be  paid  to  the  Con¬ 
tractor  by  reason  of  such  termination;  and 
Whereas,  by  notice  of  termination  dated 

_ _  19. _,  the  Government  advised 

the  Contractor  of  the  partial  termination 
of  the  contract  for  the  convenience  or  at  the 
option  of  the  Government  as  of  the  date 
and  to  the  extent  provided  in  such  notice,  to 
which  reference  is  hereby  made  as  to  the 
part  terminated,  and  said  part  is  herein¬ 
after  referred  to  as  “the  terminated  portion 
of  the  contract”:  and 

Whereas,  the  Contractor  is  willing  to  waive 
unconditionally  any  claim  against  the  Gov¬ 
ernment  by  reason  of  such  termination. 

Now,  therefore,  the  parties  hereto  agree 
as  follows: 

Article  1.  The  terminated  portion  of  the 
contract  is  designated  as  follows:  (Specify 
the  terminated  portion  clearly  as  to  items 
including  (a)  item  numbers,  (b)  descrip¬ 
tions,  (c)  quantity  terminated,  (d)  unit 
price  of  items,  (e)  total  price  of  terminated 
items,  and  (f)  any  other  explanation  neces¬ 
sary  to  avoid  uncertainty  or  misunderstand¬ 
ing.) 

Article  2.  The  Contractor  hereby  un¬ 
conditionally  waives  any  claim  against  the 
Government  arising  under  the  terminated 
portion  of  the  contract  or  by  reason  of  its 
termination  including,  without  limitation, 
all  obligation  of  the  Government  to  make 
further  payments  or  to  carry  out  other  un¬ 
dertakings  in  connection  with  said  termi¬ 
nated  portion,  and  the  Government  acknowl¬ 
edges  that  the  Contractor  has  no  obligation 
to  perform  further  work  or  services  or  to 
make  further  deliveries  of  articles  or  mate¬ 


rials  under  the  terminated  portion  of  the 
contract:  Provided,  however.  That  nothing 
herein  contained  shall  impair  or  affect  in 
any  way  any  other  covenants,  terms  or  con¬ 
ditions  of  the  contract:  And  provided  fur¬ 
ther,  That,  with  respect  to  the  terminated 
portion  of  the  contract,  the  following  rights 
and  liabilities  of  the  parties  are  reserved : 

[List  reserved  or  excepted  rights  and  lia¬ 
bilities;  see  §  1-8.209-2  and  Article  7  of  the 
agreements  set  forth  in  §  1-8.806-2.] 

In  Witness  Whereof,  etc. 

§  1—8.806—7  No-cost  settlement  agree¬ 
ment — complete  termination. 

This  supplemental  agreement  of  settle¬ 
ment,  entered  into  this  _  day  of 

- ,  19.  _  between  the  United  States 

of  America  (hereinafter  called  “the  Govern¬ 
ment”)  ,  represented  by  the  Contracting  Offi¬ 
cer  executing  this  contract,  and _ 

(a)  A  corporation  organized  and  existing 

under  the  laws  of  the  State  of _ ; 

(b)  A  partnership  consisting  of _ ; 

(c)  An  individual  doing  business  as 
- ;  (hereinafter  called  “the  Con¬ 
tractor”)  . 

WITNESSETH  THAT: 

Whereas,  the  Contractor  and  the  Govern¬ 
ment  have  entered  into  Contract  No. _ 

under  date  of _ _  19 _ which,  to¬ 

gether  with  any  and  all  amendments, 
changes,  modifications,  and  supplements 
thereto,  is  hereinafter  referred  to  as  “the 
contract";  and 

Whereas,  the  contract  provides  that  the 
performance  of  work  thereunder  may  at  the 
convenience  or  option  of  the  Government  be 
terminated  by  the  Government  in  whole,  or 
from  time  to  time  in  part,  whenever  any  such 
termination  is  determined  to  be  for  the  best 
interest  of  the  Government,  and  that  the 
Contractor  and  Contracting  Officer  may  agree 
upon  the  whole  or  any  part  of  the  amount 
or  amounts  to  be  paid  to  the  Contractor  by 
reason  of  such  termination;  and 

Whereas,  by  notice  of  termination  dated 

_ _  19 _ ,  the  Government  advised 

the  Contractor  of  the  termination  of  the 
contract  for  the  convenience  or  at  the  option 
of  the  Government;  and 

Whereas,  the  Contractor  is  willing  to  waive 
unconditionally  any  claim  against  the  Gov¬ 
ernment  by  reason  of  such  termination. 

Now,  therefore,  the  parties  hereto  agree 
as  follows: 

Article  1.  The  Contractor  hereby  uncon¬ 
ditionally  waives  any  claim  against  the  Gov¬ 
ernment  by  reason  of  the  termination  of  the 
contract  and,  except  as  set  forth  below,  re¬ 
leases  it  from  any  and  all  obligations  arising 
under  the  contract  or  by  reason  of  its  ter¬ 
mination;  and  the  Government  agrees  that 
all  obligations  arising  under  the  contract  or 
by  reason  of  its  termination,  shall  be  deemed 
to  be  concluded;  except  as  follows: 

[List  reserved  or  excepted  rights  and  lia¬ 
bilities;  see  §  1-8.209-2  and  Article  6  of  the 
agreement  set  forth  in  §  1-8.806-1.] 

In  Witness  Whereof,  etc. 


PART  1-16—  PROCUREMENT  FORMS 

1.  The  table  of  contents  is  amended 
to  delete  §  1-16.404-1. 

Subpart  1—16.1 — Forms  for  Adver¬ 
tised  Supply  Contracts 

2.  Paragraph  (d)  of  §  1-16.101  is  re¬ 
vised  to  read  as  follows; 

§  1-16.101  Forms  prescribed. 

***** 

(d)  General  Provisions  (Supply  Con¬ 
tract)  (Standard  Form  32,  September 
1961  edition) .  (Pending  publication  of  a 
new  edition  of  this  form,  agencies  shall 
substitute  the  clause  contained  in 


§  1-8.707  for  clause  11  thereof;  however, 
paragraph  (e)  of  the  clause  may  be 
modified  under  the  circumstances  and 
to  the  extent  provided  in  §  1-8.700-2 <b> 
(D.) 

Subpart  1—16.4 — Forms  for  Adver¬ 
tised  Construction  Contracts 

3.  Paragraph  (g)  of  §  1-16.401  is  re¬ 
vised  to  read  as  follows: 

§  1—16.401  Forms  prescribed. 

***** 

(g)  General  Provisions  (Construction 
Contract)  (Standard  Form  23A,  April 
1961  edition) .  (Pending  publication  of  a 
new  edition  of  this  form,  agencies  shall 
substitute  the  clause  contained  in  §  1- 
8.709-1  for  clause  5  thereof;  however, 
paragraph  (e)  of  the  clause  may  be 
modified  under  the  circumstances  and 
to  the  extent  provided  in  the  last  sen¬ 
tence  of  §  1-8.700-2  (b)  (4) .) 

§  1—16.404—1  [Deletion] 

4.  Section  1-16.404  is  amended  by  the 
deletion  of  §  1-16.404-1. 

(Sec.  205(c) ,  63  Stat.  390;  40  U.S.C.  486(c) ) 

Effective  date.  These  regulations  are 
effective  March  1,  1963,  but  may  be  ob¬ 
served  earlier. 

Dated:  November  16,  1962. 

Bernard  L.  Boutin, 
Administrator  of  General  Services. 

[F.R.  Doc.  62-11567;  Filed,  Nov.  26,  1962; 
8:45  a.m.] 


Title  7— AGRICULTURE 

Chapter  IX — Agricultural  Marketing 
Service  (Marketing  Agreements  and 
Orders),  Department  of  Agriculture 

[Navel  Orange  Reg.  15] 

PART  907— NAVEL  ORANGES 
GROWN  IN  ARIZONA  AND  DESIG¬ 
NATED  PART  OF  CALIFORNIA 

Limitation  of  Handling 

§  907.315  Navel  Orange  Regulation  15. 

(a)  Findings.  (1)  Pursuant  to  the 
marketing  agreement,  as  amended,  and 
Order  No.  907,  as  amended  (7  CFR  Part 
907;  27  FJt.  10087),  regulating  the  han¬ 
dling  of  navel  oranges  grown  in  Arizona 
and  designated  part  of  California,  ef¬ 
fective  under  the  applicable  provisions 
of  the  Agricultural  Marketing  Agreement 
Act  of  1937,  as  amended  (7  U.S.C.  601- 
674) ,  and  upon  the  basis  of  the  recom¬ 
mendations  and  information  submitted 
by  the  Navel  Orange  Administrative 
Committee,  established  under  the  said 
amended  marketing  agreement  and  or¬ 
der,  and  upon  other  available  informa¬ 
tion,  it  is  hereby  found  that  the  limita¬ 
tion  of  handling  of  such  navel  oranges 
as  hereinafter  provided  will  tend  to  ef¬ 
fectuate  the  declared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that 
it  is  impracticable  and  contrary  to  the 
public  interest  to  give  preliminary  no¬ 
tice,  engage  in  public  rule-making  proce¬ 
dure,  and  postpone  the  effective  date  of 
this  section  until  30  days  after  publica¬ 
tion  hereof  in  the  Federal  Register  (5 
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U.S.C.  1001-1011)  because  the  time  in¬ 
tervening  between  the  date  when  infor¬ 
mation  upon  which  this  section  is  based 
became  available  and  the  time  when  this 
section  must  become  effective  in  order 
to  effectuate  the  declared  policy  of  the 
act  is  insufficient,  and  a  reasonable  time 
is  permitted,  under  the  circumstances, 
for  preparation  for  such  effective  time; 
and  good  cause  exists  for  making  the 
provisions  hereof  effective  as  hereinafter 
set  forth.  The  committee  held  an  open 
meeting  during  the  current  week,  after 
giving  due  notice  thereof,  to  consider 
supply  and  market  conditions  for  navel 
oranges  and  the  need  for  regulation ;  in¬ 
terested  persons  were  afforded  an  oppor¬ 
tunity  to  submit  information  and  views 
at  this  meeting;  the  recommendation 
and  supporting  information  for  regula¬ 
tion  during  the  period  specified  herein 
were  promptly  submitted  to  the  Depart¬ 
ment  after  such  meeting  was  held;  the 
provisions  of  this  section,  including  its 
effective  time,  are  identical  with  the 
aforesaid  recommendation  of  the  com¬ 
mittee,  and  information  concerning  such 
provisions  and  effective  time  has  been 
disseminated  among  handlers  of  such 
navel  oranges;  it  is  necessary,  in  order 
to  effectuate  the  declared  policy  of  the 
act,  to  make  this  section  effective  during 
the  period  herein  specified;  and  com¬ 
pliance  with  this  section  will  not  require 
any  special  preparation  on  the  part  of 
persons  subject  hereto  which  cannot  be 
completed  on  or  before  the  effective  date 
hereof.  Such  committee  meeting  was 
held  on  November  21,  1962. 

(b)  Order.  (1)  The  respective  quan¬ 
tities  of  navel  oranges  grown  in  Arizona 
and  designated  part  of  California  which 
may  be  handled  during  the  period  be¬ 
ginning  at  12:01  am,  P.s.t.,  November 
25,  1962,  and  ending  at  12:01  a.m.,  P.s.t., 
December  2,  1962,  are  hereby  fixed  as 
follows: 

(1)  District  1 :  800,000  cartons; 

(ii)  District  2:  Unlimited  movement; 

(iii)  District  3:  85,000  cartons; 

(iv)  District  4:  Unlimited  movement. 

(2)  As  used  in  this  section,  “handled,” 
“District  1,”  “District  2,”  “District  3,” 
“District  4,”  and  “carton”  have  the  same 
meaning  as  when  used  in  said  amended 
marketing  agreement  and  order. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  November  21, 1962. 

Paul  A.  Nicholson, 
Deputy  Director,  Fruit  and  Veg¬ 
etable  Division,  Agricultural 
Marketing  Service. 

[P.R.  Doc.  62-11750;  Plied,  Nov.  26,  1962; 

8:50  a.m.] 


PART  990— CENTRAL  CALIFORNIA 
GRAPES  FOR  CRUSHING 

Exemption  of  Certain  Grape  Varieties 
From  Volume  Regulation  for  1962— 
63  Crop  Year;  Inclusion  of  Addi¬ 
tional  Variety 

The  Grape  Crush  Administrative  Com¬ 
mittee  has  unanimously  recommended 
that  the  Muscat  Hamburg  variety  of 
grapes  (also  known  as  Black  Muscat)  be 


exempted  from  volume  regulation  for  the 
1962-63  crop  year  pursuant  to  the  mar¬ 
keting  agreement  and  Order  No.  990 
(7  CFR  Part  990)  regulating  the  han¬ 
dling  of  Central  California  Grapes  for 
Crushing.  The  marketing  agreement 
and  order  (hereinafter  referred  to  col¬ 
lectively  as  the  “order”)  are  effective 
under  the  Agricultural  Marketing  Agree¬ 
ment  Act  of  1937,  as  amended  (7  U.S.C. 
601-674). 

Section  990.58(b)  provides  that  the 
Committee  may  exempt  from  volume 
regulation,  with  the  approval  of  the  Sec¬ 
retary,  any  variety  of  grapes  determined 
to  be  of  such  small  production  and  re¬ 
stricted  usage  or  in  such  short  supply 
relative  to  demand  that  the  exemption 
would  not  tend  to  affect  adversely  the 
attainment  of  the  purposes  of  the  order. 
On  September  15,  1962,  a  rule  was  pub¬ 
lished  in  the  Federal  Register  ( §  990.205 
Exemption;  27  F.R.  9176)  exempting 
certain  varieties  of  grapes  from  volume 
regulation  during  the  1962-63  crop  year. 

The  production  of  the  Muscat  Ham¬ 
burg  variety  of  grapes  is  extremely  small. 
Only  a  few  handlers  use  this  variety, 
and  less  than  a  total  of  20  tons  were 
crushed  in  1961-62.  The  free  and  sur¬ 
plus  percentages  of  grapes  for  crushing 
established  (27  F.R.  9553)  for  the  1962- 
63  crop  year  were  based  on  a  computa¬ 
tion  which  allowed  for  an  estimated 
70,000  tons  of  exempt  varieties.  The  in¬ 
clusion  of  the  Muscat  Hamburg  variety 
of  grapes  as  an  exempt  variety  for  that 
crop  year  does  not,  due  to  its  extremely 
small  volume,  require  an  increase  in  that 
estimate  to  cover  all  exempt  varieties. 

On  the  basis  of  the  recommendation 
of  the  Grape  Crush  Administrative  Com¬ 
mittee,  together  with  all  supporting  data 
submitted  by  the  Committee,  and  other 
available  information,  the  Muscat  Ham¬ 
burg  variety  of  grapes  for  crushing  is 
determined  to  be  of  such  small  pro¬ 
duction  and  restricted  usage  that  its 
exemption  from  volume  regulation  es¬ 
tablished  for  the  1962-63  crop  year  will 
not  tend  to  affect  adversely  the  attain¬ 
ment  of  the  purposes  of  the  order. 

Therefore,  §  990.205  Exemption  is  re¬ 
vised  as  follows  to  include  the  Muscat 
Hamburg  variety  of  grapes: 

§  990.205  Exemption. 

The  following  varieties  of  grapes  for 
crushing  are  exempt  from  any  volume 
regulation  established  for  the  1962-63 
crop  year  (July  1,  1962-June  30,  1963) : 
Aleatico,  Alicante  Ganzin,  Almission,  Al- 
varelhao,  Barb  era  Beclan,  Boaldoce, 
Catarratto,  Emerald  Riesling,  Experi¬ 
mental  No.  100,  Experimental  No.  101, 
F-5,  Franken  Riesling,1  French  Colom¬ 
bard,  Freisa,  Grand  Noir,  Grey  Riesling, 
Green  Hungarian,  Grignolino,  Inzolia, 
Johannisberger  Riesling,2  Lenoir,  Mal- 
vasia  Bianca,  Malvoisie,  Mataro,  Mon¬ 
deuse,*  Muscat  Bordolaise,  Muscat 
Canelli,4  Muscat  Hamburg,6  Niagara, 

1  Franken  Riesling  Includes  Sylvaner. 

*  Johannisberger  Riesling  includes  White 
Riesling. 

s  Mondeuse  includes  Crabb’s  Black  Bur¬ 
gundy  and  Refosco. 

4  Muscat  Canelli  includes  Muscat  de  Fron- 
tignon. 

6  Muscat  Hamburg  includes  Black  Muscat. 


Nebbiolo,  Pagadebito,  Pedro  Ximenes, 
Pedro  Zumbom,  Petit  Bouschet,  Petite 
Sirah* Peverella, Royalty,  Rubired,  Ruby 
Cabernet,  S-26,  St.  Emilion,7  St.  Macaire, 
Salvador,  Sauvignon,  Sauvignon  Vert,* 
Scarlet,  Semilion,  Souzao,  Tinta  Cao, 
Tinta  Madera,  Touriga,  Trousseau,  Val- 
depenas,  Verdona,  Walschriesling,  White 
No.  2,  and  Zinfandel. 

It  is  hereby  found  that  it  is  imprac¬ 
ticable,  unnecessary,  or  contrary  to  the 
public  interest  to  give  preliminary  notice 
and  engage  in  public  rule  making  pro¬ 
cedure,  and  that  good  cause  exists  for 
not  postponing  the  effective  time  of  this 
action  until  30  days  after  publication  in 
the  Federal  Register  (5  U.S.C.  1003)  in 
that:  (1)  The  1962-63  crushing  season 
is  almost  completed;  (2)  this  action  ex¬ 
empts  the  Muscat  Hamburg  variety  of 
grapes  from  volume  regulation  and  thus 
relieves  restrictions  on  the  handling  of 
grapes  for  crushing;  (3)  it  is  necessary 
that  the  exemption  of  this  variety  for 
the  current  crop  year  be  promulgated 
promptly  so  as  to  be  of  maximum  benefit 
to  handlers  and  producers  and  permit 
any  necessary  adjustments  in  handlers’ 
setaside  of  surplus  without  undue  delay 
or  difficulty;  (4)  in  accordance  with  the 
relevant  provisions  of  said  marketing 
agreement  and  this  part,  the  exemption 
of  any  variety  of  grapes  for  crushing 
from  any  volume  regulation  established 
for  a  particular  crop  year  applies  to  all 
grapes  of  such  variety  handled  during 
that  crop  year;  and  (5)  the  current  crop 
year  began  July  1,  1962,  and  the  exemp¬ 
tion  of  the  Muscat  Hamburg  variety  of 
grapes  for  crushing  will  automatically 
apply  from  that  date. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  November  21,  1962. 

Floyd  F.  Hedlund, 
Director,  Fruit  and  Vegetable 
Division,  Agricultural  Mar¬ 
keting  Service. 

[F.R.  Doc.  62-11675;  Filed,  Nov.  26,  1962; 

8:46  am.] 

Title  5— ADMINISTRATIVE 
PERSONNEL 

Chapter  I — Civil  Service  Commission 

PART  6— EXCEPTIONS  FROM  THE 
COMPETITIVE  SERVICE 

Department  of  Agriculture 

Effective  upon  publication  in  the  Fed¬ 
eral  Register,  subparagraph  (4)  is 
added  to  paragraph  (o)  of  §  6.311  as  set 
out  below. 

§  6.311  Department  of  Agriculture. 

*  *  *  *  + 

(o)  Agricultural  Economics.  *  •  • 

(4)  Two  Staff  Assistants  to  the  Di¬ 
rector. 


•Petite  Sirah  includes  Durlf. 

T  St.  Emilion  Includes  Trebblano  and  Ugni 
Blanc. 

•  Sauvignon  Vert  includes  Colombard. 


Tuesday,  November  27, 1962 


FEDERAL  REGISTER 
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(R.S.  1753,  sec.  2,  22  Stat.  403,  as  amended; 
5  U.S.C.  631,  633) 

United  States  Civil  Serv¬ 
ice  Commission, 

Tseal]  Mary  V.  Wenzel, 

Executive  Assistant  to 
the  Commissioners'. 

[F.R.  Doc.  62-11692;  Filed,  Nov.  26,  1962; 
8:48  a.m.J 


Title  13— BUSINESS  CREDIT 
AND  ASSISTANCE 

Chapter  III — Area  Redevelopment 

Administration,  Department  of 

Commerce 

PART  302— -DESIGNATION  OF 
REDEVELOPMENT  AREAS 

Miscellaneous  Amendments 

Part  302  of  Chapter  III,  as  published 
in  the  Federal  Register  of  October  24, 
1961  (26  F.R.  9933-9943),  as  amended,  is 
hereby  further  amended  in  the  following 
respects: 

1.  Section  302.10  is  revised  to  read  as 
follows: 

§  302.10  List  of  areas. 

The  Area  Redevelopment  Administra¬ 
tion  will  maintain  a  current  list  of  those 
areas  designated  by  the  Administrator  as 
“redevelopment  areas”  under  section 
5(a)  of  the  Act,  which  list  shall  be  kept 
available  for  public  inspection  during  the 
regular  business  hours  of  the  Depart¬ 
ment  of  Commerce. 

§  302.21  [Amendment] 

2.  Paragraph  (b)  of  §  302.21  is 
amended  to  read  as  follows: 

(b)  Very  small  areas  of  substantial 
and  persistent  unemployment.  Very 
small  areas  of  substantial  and  persistent 
unemployment  shall  include  areas  hav¬ 
ing  a  labor  force  of  under  15,000: 

(1)  In  which  the  approximate  rate  of 
unemployment,  on  the  basis  of  the  best 
available  data,  is  currently  6  per  centum 
or  more  and  has  averaged  at  least  6  per 
centum  for  the  qualifying  time  periods 
specified  in  this  paragraph,  and  the  ap¬ 
proximate  annual  average  rate  of  unem¬ 
ployment,  on  the  basis  of  the  best  avail¬ 
able  data,  has  been  at  least — 

(i>  Substantially  above  the  national 
average  for  the  greater  part  of  the  past 
four  calendar  years,  or 

(ii)  75  per  centum  above  the  national 
average  for  two  of  the  preceding  three 
calendar  years,  or 

(iii)  100  per  centum  above  the  na¬ 
tional  average  for  one  of  the  preceding 
calendar  years,  or 

(2)  In  which  disaster,  or  the  removal 
or  the  closing  of  a  major  source  of  em¬ 
ployment  has  caused  an  unusual  and 
abrupt  rise  in  unemployment  to  a  level 
which  is  at  least  twice  the  average  rate 
of  unemployment  in  the  United  States 
and  for  which  the  Administrator  deter¬ 
mines  that  such  unemployment  would 
likely  continue  at  a  rate  of  at  least  twice 
the  average  rate  of  unemployment  in  the 
United  States  for  one  year  or  more  if 


assistance  under  the  Act  should  be  with¬ 
held. 

The  Administrator’s  findings  under  this 
section  shall  be  based  on  pertinent  infor¬ 
mation  available  from  the  Department  of 
Labor  or  if  such  information  is  not 
readily  available  from  the  Department  of 
Labor  then  such  findings  shall  be  based 
on  reasonable  information  and  evidence 
otherwise  available. 

3.  Section  302.40  is  revised  to  read  as 
follows: 

§  302.40  List  of  areas. 

The  Area  Redevelopment  Administra¬ 
tion  will  maintain  a  current  list  of  those 
areas  designated  by  the  Administrator 
as  “redevelopment  areas”  under  section 
5(b)  of  the  Act,  which  list  shall  be  kept 
available  for  public  inspection  during  the 
regular  business  hours  of  the  Depart¬ 
ment  of  Commerce. 

In  accordance  with  the  provisions  of 
section  4  of  the  Administrative  Proce¬ 
dure  Act  (5  U.S.C.  1003)  it  has  been 
found  that  notice  and  hearing  on  the 
foregoing  §§  302.10,  302.21  and  302.40  of 
Chapter  in  of  Title  13  of  the  Code  of 
Federal  Regulations  is  unnecessary  for 
the  reason  that  all  matters  herein  relate 
to  agency  management  and  benefits;  and 
for  the  reason  that  because  of  the  nature 
of  these  rules,  such  notice  and  hearing 
would  serve  no  useful  purpose.  The  pro¬ 
visions  of  this  chapter  are  effective  upon 
publication  in  the  Federal  Register. 

Dated:  November  20,  1962. 

Harold  W.  Williams, 

Acting  Area 

Redevelopment  Administrator. 

[F.R.  Doc.  62-11693;  Filed,  Nov.  26,  1962; 
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Title  14-AERONAUTICS  AND 
SPACE 

Chapter  I — Federal  Aviation  Agency 

[Reg.  Docket  No.  1491] 

SUBCHAPTER  A— CIVIL  AIR  REGULATIONS 

part  43— GENERAL  OPERATING 
RULES 

SUBCHAPTER  F — AIR  TRAFFIC  AND  GENERAL 
.  OPERATING  RULES  [NEW! 

PART  105— PARACHUTE  JUMPING 
[NEW] 

Miscellaneous  Amendments 

This  amendment  amends  Part  43  of 
Chapter  I  of  Title  14  of  the  Code  of  Fed¬ 
eral  Regulations  and  adds  to  that  chap¬ 
ter  a  Part  105 — Parachute  Jumping 
[New].  Part  105  [New]  contains  regu¬ 
lations  governing  parachute  jumps  made 
in  the  United  States  other  than  jumps 
made  because  of  an  emergency  in  flight. 

A  notice  of  proposed  rule  making,  pub¬ 
lished  in  the  Federal  Register  on  April 
28,  1962  (27  F.R.  4099),  and  circulated 
as  Draft  Release  No.  62-19,  gave  notice 
that  the  Federal  Aviation  Agency  had 
under  consideration  a  proposal  to  adopt 
a  new  Part  28  of  the  Civil  Air  Regula¬ 


tions  governing  nonemergency  parachute 
jumping.  The  notice  also  proposed  to 
amend  §  43.47(b)  of  Part  43  of  the  Civil 
Air  Regulations  to  make  Part  38  the 
governing  rule  for  nonemergency  para¬ 
chute  jumping. 

In  order  to  avoid  the  issuance  of  a 
new  part  of  the  Civil  Air  Regulations 
and  then  its  immediate  reissuance  in  a 
recodified  form,  this  amendment  is  issued 
as  a  part  of  the  program  of  the  Federal 
Aviation  Agency  to  recodify  its  regula¬ 
tory  material.  In  the  “Outline  and 
Analysis”  for  the  proposed  recodification, 
contained  in  Draft  Release  61-25  and 
published  in  the  Federal  Register  on 
November  15,  1961  (26  F.R.  10698),  pro¬ 
vision  was  made  for  a  new  Subchapter 
F  “Air  Traffic  and  General  Operating 
Rules”.  This  amendment,  as  the  first 
final  rule  to  be  published  in  that  sub¬ 
chapter,  adds  the  new  Subchapter  F  to 
Chapter  I  of  Title  14.  Other  new  parts 
will  be  added  to  the  subchapter  at  a  later 
date  in  conformity  with  the  “Outline  and 
Analysis”. 

The  rules  in  Part  105  are  directed 
primarily  to  three  major  areas  of  con¬ 
cern  with  respect  to  parachute  jumping. 
They  are:  (1)  Jumps  over  or  within  the 
congested  areas  of  cities,  towns,  settle¬ 
ments,  or  an  open  air  assembly  of  per¬ 
sons;  (2)  jumps  made  in  controlled  air¬ 
space;  and  (3)  parachute  equipment 
requirements.  In  addition,  the  Part  pre¬ 
scribes  certain  basic  operating  rules. 

The  majority  of  comments  received  in 
response  to  the  notice  were  favorable. 
Some  expressed  approval  of  the  proposed 
rules  as  they  were  written  and  others 
recommended  various  changes.  The  sig¬ 
nificant  changes  which  have  been  made, 
and  the  reasons  why  some  recommended 
changes  were  not  made  are  discussed  in 
the  following  paragraphs. 

The  Department  of  the  Army  ex¬ 
pressed  general  approval  of  the  intent 
of  the  proposed  rules  but  pointed  out 
that  some  of  their  training  activities  are 
conducted  outside  of  military  reserva¬ 
tions  and  restricted  areas,  during  hours 
of  darkness,  and  under  poor  weather 
conditions.  It  was  explained  that  com¬ 
pliance  with  the  proposed  rules  relating 
to  clearance  from  clouds,  weather  condi¬ 
tions,  and  jumps  at  night,  would  serious¬ 
ly  detract  from  the  practical  value  of 
the  military  training  conducted.  The 
Department  of  the  Air  Force  also  ob¬ 
jected  to  the  restrictions  placed  on  mili¬ 
tary  operations  in  controlled  airspace. 
The  new  Part  has  been  modified  to  re¬ 
flect  these  comments.  The  provisions 
governing  clearance  from  clouds,  flight 
visibility,  and  jumps  at  night  do  not 
apply  to  a  member  of  an  Armed  Force 
when  jumping  in  restricted  areas  under 
the  control  of  an  Armed  Force  or  to 
jumps  made  during  military  operations 
in  uncontrolled  airspace. 

Section  105.11  exempts  from  the  oper¬ 
ating  rules  of  Subpart  B  a  parachute 
jump  made  because  of  an  emergency  on 
the  surface  when  the  jump  is  made  at 
the  direction,  or  with  the  approval,  of 
an  agency  of  the  Federal,  State,  or  local 
government.  However,  the  parachute 
equipment  requirements  of  Subpart  C 
would  apply  to  the  jump.  An  example 
of  the  type  of  emergency  the  section 
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contemplates  would  be  a  natural  disaster 
requiring  parachute  jumps  to  aid  vic¬ 
tims. 

A  number  of  comments  recommended 
that  a  jumper  be  required  only  to  give 
notification  to  Air  Traffic  Control,  in¬ 
stead  of  obtaining  an  authorization,  for 
jumps  in  certain  controlled  airspace  out¬ 
side  control  zones.  It  was  pointed  out 
that  as  jumps  are  required  to  be  made  in 
VFR  weather  conditions  an  authoriza¬ 
tion  is  unnecessary.  The  FAA  recog¬ 
nizes  the  validity  of  this  argument  and 
Part  105  requires  an  authorization  for 
jumps  in  certain  control  zones  and  in 
positive  controlled  airspace,  but  only 
notification  elsewhere  in  controlled  air¬ 
space.  Further,  it  provides  that  notice 
need  be  given  only  six  hours  in  advance 
of  the  jump. 

In  response  to  comments,  the  proposed 
requirement  that  an  application  for  an 
authorization  to  jump  over  a  congested 
area  be  made  seven  days  in  advance  has 
been  reduced  to  four  days.  The  24 -hour 
requirement  for  jumps  in  positive  con¬ 
trol  airspace  has  been  retained  to  meet 
the  requirements  of  Air  Traffic  Control. 

Two  additions,  aircraft  identification 
and  radio  frequencies  available  in  the 
aircraft,  have  been  made  to  the  list 
of  information  required  by  Air  Traffic 
Control  for  jumps  in  controlled  airspace. 

Same  comments  objected  to  the  pro¬ 
posed  requirement  of  one  mile  horizontal 
clearance  from  clouds  for  jumps  within 
the  continental  control  area,  as  being 
too  restrictive.  Other  comments  pro¬ 
posed  permitting  jumps  through  clouds. 
While  the  Agency  recognizes  that  under 
some  circumstances  jumps  through  or 
near  clouds  would  not  create  a  hazard  to 
air  traffic  or  the  jumper,  such  situations 
are  nearly  impossible  to  define.  It  is 
clear,  however,  even  to  a  person  not 
familiar  with  parachute  jumping,  that 
neither  a  pilot  nor  a  jumper  located 
above  a  cloud  can  see  air  traffic  below  or 
within  it  and  that  a  jump  through  the 
cloud  under  such  circumstances  could  be 
disastrous.  Considering  the  potential 
hazards  and  the  doubtful  value  of  jumps 
through  or  from  within  clouds,  the  FAA 
believes  the  proposed  cloud  clearances 
represent  the  minimums  needed  for 
safety  and  they  have  been  retained.  The 
specific  prohibition  against  jumping 
through  clouds  has  been  dropped  to  avoid 
any  misunderstanding  of  the  requirement 
that  the  jumper  must,  at  all  times,  re¬ 
main  clear  of  clouds  by  the  distances 
specified  in  §  105.29. 

Several  recommendations  were  made 
to  relax  the  requirements  of  §  38.20  re¬ 
garding  who  may  pack  a  parachute. 
It  was  also  recommended  that  the  pro¬ 
posed  60 -day  packing  period  be  increased 
for  both  the  main  and  the  auxiliary 
parachutes.  The  Agency  believes  that 
the  60 -day  packing  period  for  the  main 
parachute  can  be  extended  to  120  days 
without  adversely  affecting  safety  and 
the  rule  has  been  changed  accordingly. 
However,  we  do  riot  believe  that  any 
relaxation  is  possible,  at  this  time,  with 
respect  to  who  may  pack  a  parachute 
and  the  packing  period  for  auxiliary 
parachutes. 

Recommendations  were  received  that 
proposed  §  38.22,  relating  to  repairs. 


maintenance,  alteration,  and  inspection 
of  parachutes,  be  changed  to  permit 
anyone  engaged  in  nonemergency  para¬ 
chute  jumping  to  repair,  maintain,  or 
alter  the  harness  and  the  main  para¬ 
chute  provided  that  the  work  be  ap¬ 
proved  by  a  certificated  parachute  rigger. 
The  Agency  does  not  believe  that  this 
should  be  permitted.  In  support  of  this 
position,  the  Agency  cites  several  com¬ 
ments  received  calling  attention  to  sub¬ 
standard  and  sometimes  dangerous  re¬ 
pairs  and  alterations  made  to  parachute 
canopies  and  harnesses  by  inexperienced 
or  unskilled  persons.  No  specific  state¬ 
ment  regarding  repairs  and  alterations  is 
included  in  Part  105  because  this  matter 
is  presently  covered  by  §  65.11  of  Part  65 
[New]  of  the  Federal  Aviation  Reg¬ 
ulations. 

Comments  pointed  out  the  absence  of 
any  prohibition  of  jumping  in  or  into  re¬ 
stricted  or  prohibited  areas  or  jumping 
while  under  the  influence  of  intoxicating 
liquor  or  drugs.  Pilots  are  presently 
prohibited  from  carrying  any  person  in 
the  aircraft  who  is  under  the  influence 
of  intoxicating  liquors  or  drugs,  except 
medical  patients  or  in  an  emergency. 
Pilots  are  also  prohibited  from  operating 
an  aircraft  in  prohibited  or  restricted 
areas  without  permission  from  appropri¬ 
ate  authority.  To  prohibit  jumping 
under  the  influence  of  intoxicating  liquor 
or  drugs,  or  in  or  into  a  prohibited  or 
restricted  area  without  the  permission  of 
the  controlling  agency  of  that  area, 
would  not  impose  a  substantial  burden 
on  any  one  and  is  required  in  the  interest 
of  safety.  Therefore,  additional  notice 
and  public  procedure  are  unnecessary 
and  these  prohibitions  are  included  in 
Part  105  [New]. 

Another  comment  pointed  out  that 
while  the  preamble  to  the  draft  release 
proposed  that  the  jumper  as  well  as  the 
pilot  should  be  responsible  for  not  creat¬ 
ing  a  hazard  to  other  aircraft  in  the  area 
and  to  persons  and  property  on  the  sur¬ 
face,  there  was  no  specific  provision  for 
this  in  the  rule  itself  as  proposed.  This 
requirement  is  now  contained  in  §  105.13. 

Many  comments  were  received  sug¬ 
gesting  additional  regulations  relating  to 
the  safety  of  the  jumper  himself,  such  as 
training  requirements,  minimum  jump 
and  canopy  opening  altitudes,  maximum 
wind  velocities,  and  flotation  equipment 
for  jumps  near  water.  Many  favorable 
references  were  made  to  the  treatment 
of  such  matters  in  the  regulations  and 
requirements  of  the  Parachute  Club  of 
America.  The  Agency  is  presently 
evaluating  these  suggestions  and  antici¬ 
pates  the  early  issuance  of  a  notice  of 
proposed  rule  making  in  this  area. 

The  definitions,  abbreviations,  and 
rules  of  construction  contained  in  Part 
1  [New]  of  the  Federal  Aviation  Regula¬ 
tions  apply  to  new  Subchapter  F. 

Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the 
making  of  this  regulation  and  due  con¬ 
sideration  has  been  given  to  all  relevant 
matters  presented.  The  Agency  is  par¬ 
ticularly  appreciative  of  the  cooperative 
and  constructive  spirit  in  which  the  pub¬ 
lic’s  comments  were  submitted. 

In  consideration  of  the  foregoing,  ef¬ 
fective  February  26,  1963,  Chapter  I  of 


Title  14  of  the  Code  of  Federal  Regula¬ 
tions  is  amended  as  follows: 

1.  By  revising  §  43.47(b)  of  Part  43  of 
the  Civil  Air  Regulations  to  read  as 
follows: 

§  43.47  Dropping  objects  or  persons. 

*  •  *  •  • 

(b)  Except  in  an  emergency,  no  per¬ 
son  piloting  an  aircraft  may  allow  a 
parachute  jump  to  be  made  from  that 
aircraft  contrary  to  the  provisions  of 
Part  105  [New]. 

(Secs.  307,  313(a),  601,  Federal  Aviation  Act 
of  1938;  49  U.S.C.  1348,  1354(a),  1421) 

2.  By  adding  a  new  Part  105  as  set 
forth  below : 

Subpart  A — General 

*E>0C 

105.1  Applicability. 

Subpart  B — Operating  Rules 

105.11  Applicability. 

105.13  General. 

105.15  Jumps  over  or  Into  congested  areas 
or  open  air  assembly  of  persons. 
105.17  Jumps  over  or  on  to  airports. 

105.19  Jumps  in  or  into  control  zones  with 
functioning  control  towers  oper¬ 
ated  by  the  United  States. 

105.21  Jumps  in  or  into  positive  control 
areas  or  positive  control  route 
segments. 

105.23  Jumps  in  or  into  other  controlled 
airspace. 

105.25  Information  required. 

105.27  Jumps  over  or  within  restricted  or 
prohibited  areas. 

105.29  Clearance  from  clouds  requirements. 
105.31  Flight  visibility. 

105.33  Parachute  Jumps  at  night. 

105.35  Liquor  and  drugs. 

105.37  Inspections. 

Subpart  C — Parachute  Equipment 

105.41  Applicability. 

105.43  Parachute  equipment  and  packing 
requirements. 

Authority :  §§  105.1  to  105.43  issued  under 
sec.  307,  313(a),  601,  of  1938;  49  UJS.C.  1348, 
1354(a), 1421. 

Subpart  A — General 
§  105.1  Applicability. 

(a)  This  part  prescribes  rules  govern¬ 
ing  parachute  jumps  made  in  the  United 
States  except  parachute  jumps  neces¬ 
sary  because  of  an  inflight  emergency. 

(b)  For  the  purposes  of  this  part,  a 
“parachute  jump”  means  the  descent  of 
a  person,  to  the  surface  from  an  aircraft 
in  flight,  when  he  intends  to  use,  or  uses, 
a  parachute  during  all  or  part  of  that 
decent. 

Subpart  B — Operating  Rules 

§  105.11  Applicability. 

(a)  Except  as  provided  in  paragraphs 
(b)  and  (c)  of  this  section,  this  subpart 
prescribes  operating  rules  governing 
parachute  jumps  to  which  this  part 
applies. 

(b)  This  subpart  does  not  apply  to  a 
parachute  jump  necessary  to  meet  an 
emergency  on  the  surface,  when -it  is 
made  at  the  direction,  or  with  the  ap¬ 
proval,  of  an  agency  of  the  United  States, 
or  of  a  State,  Puerto  Rico,  the  District 
of  Columbia,  or  a  possession  of  the  United 
States,  or  of  a  political  subdivision  of 
any  of  them. 
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(c)  Sections  105.13  through  105.17  and 
§§  105.27  through  105.37  of  this  subpart 
do  not  apply  to  a  parachute  jump  made 
by  a  member  of  an  Armed  Force : 

(1)  Over  or  within  a  restricted  area 
when  that  area  is  under  the  control  of 
an  Armed  Force;  or 

(2)  In  military  operations  in  uncon¬ 
trolled  airspace. 

§  105.13  General. 

No  person  may  make  a  parachute 
jump,  and  no  pilot  in  command  of  an 
aircraft  may  allow  a  parachute  jump  to 
be  made  from  that  aircraft,  if  that  jump 
creates  a  hazard  to  air  traffic  or  to  per¬ 
sons  or  property  on  the  surface. 

§  105.15  Jumps  over  or  into  congested 
areas  or  open  air  assembly  of  per¬ 
sons. 

(a)  No  person  may  make  a  parachute 
jump,  and  no  pilot  in  command  of  an 
aircraft  may  allow  a  parachute  jump  to 
be  made  from  that  aircraft,  over  or  into 
a  congested  area  of  a  city,  town,  or  set¬ 
tlement,  or  an  open  air  assembly  of  per¬ 
son  unless  a  certificate  of  authorization 
for  that  jump  has  been  issued  under  this 
section. 

(b)  An  application  for  a  certificate  of 
authorization  issued  under  this  section 
is  made  in  a  form  and  in  a  manner  pre¬ 
scribed  by  the  Administrator  and  must  be 
submitted,  to  the  FAA  District  Office 
having  jurisdiction  over  the  area  in 
which  the  parachute  jump  is  to  be  made, 
at  least  four  days  before  the  day  of  that 
jump. 

(c)  Each  holder  of  a  certificate  of  au¬ 
thorization  issued  under  this  section  shall 
present  that  certificate  for  inspection 
upon  the  request  of  the  Administrator, 
or  any  Federal,  State,  or  local  official. 

§105.17  Jumps  over  or  on  to  airports. 

No  person  may  make  a  parachute 
jump,  and  no  pilot  in  command  of  an 
aircraft  may  allow  a  parachute  jump  to 
be  made  from  that  aircraft:  (a)  Over 
an  airport  that  does  not  have  a  func¬ 
tioning  control  tower  operated  by  the 
United  States;  or  (b)  on  to  any  airport; 
without  the  prior  approval  of  that  air¬ 
port’s  management. 

§  105.19  Jumps  in  or  into  control  zones 
with  functioning  control  towers  op¬ 
erated  by  the  United  States. 

(a)  No  person  may  make  a  parachute 
jump,  and  no  pilot  in  command  may 
allow  a  parachute  jump  to  be  made  from 
that  aircraft,  in  or  into  a  control  zone 
in  which  there  is  a  functioning  control 
tower  operated  by  the  United  States 
without,  or  in  violation  of  the  terms  of, 
an  authorization  issued  under  this  sec¬ 
tion. 

(b)  Each  request  for  an  authorization 
under  this  section  must  be  submitted  to 
the  control  tower  having  jurisdiction 
over  the  control  zone  concerned  and 
must  include  the  information  prescribed 
in  §  105.25. 

§  105.21  Jumps  in  or  into  positive  con¬ 
trol  areas  or  positive  control  route 
segments. 

(a)  No  person  may  make  a  parachute 
jump,  and  no  pilot  in  command  of  an 
aircraft  may  allow  a  parachute  jump  to 


be  made  from  that  aircraft,  in  or  into 
a  positive  control  area  or  positive  con¬ 
trol  route  segment  without,  or  in  viola¬ 
tion  of,  an  authorization  issued  under 
this  section. 

(b)  Each  request  for  an  authorization 
issued  under  this  section  must  be  sub¬ 
mitted  to  the  FAA  air  route  traffic  con¬ 
trol  center  having  jurisdiction  over  the 
area  or  segment  concerned  at  least  24 
hours  before  the  parachute  jump  is  to 
be  made  and  must  include  the  informa¬ 
tion  prescribed  in  §  105.25. 

§  105.23  Jumps  in  or  into  other  con¬ 
trolled  airspace. 

No  person  may  make  a  parachute 
jump,  and  no  pilot  in  command  of  an 
aircraft  may  allow  a  parachute  jump  to 
be  made  from  that  aircraft,  in  or  into 
controlled  airspace  (other  than  a  posi¬ 
tive  control  area,  positive  control  route 
segment  or  a  control  zone  in  which  there 
is  a  functioning  control  tower  operated 
by  the  United  States)  unless  the  near¬ 
est  FAA  air  traffic  control  facility  or 
FAA  flight  service  station  was  notified 
of  that  jump  at  least  six  hours  before 
the  time  of  that  jump  and  the  notice 
contained  the  information  prescribed  in 
§  105.25. 

§  105.25  Information  required. 

Each  person  requesting  an  authoriza¬ 
tion  under  §  105.19  or  §  105.21,  and 
each  person  submitting  a  notice  under 
§  105.23,  must  include  the  following  in¬ 
formation  in  that  request  or  notice: 

(a)  The  date  and  time  jumping  will 
begin. 

(b)  The  location  of  the  jumping  site 
or  drop  zone  in  relation  to  the  nearest 
city  or  town,  and  airport. 

(c)  The  altitudes  above  the  surface 
at  which  jumping  will  take  place. 

(d)  The  duration  of  the  intended 
jumping. 

(e)  The  name,  address,  and  telephone 
number  of  the  person  requesting  the  au¬ 
thorization  or  giving  notice. 

(f)  The  identification  of  the  aircraft 
to  be  used. 

(g)  The  radio  frequencies,  if  any, 
available  in  the  aircraft. 

§  105.27  Jumps  over  or  within  re¬ 
stricted  or  prohibited  areas. 

No  person  may  make  a  parachute 
jump,  and  no  pilot  in  command  may 
allow  a  parachute  jump  to  be  made  from 
that  aircraft,  over  or  within  a  restricted 
area  or  prohibited  area  unless  the  con¬ 
trolling  agency  of  the  area  concerned 
has  authorized  that  jump. 

§  105.29  Clearance  from  clouds  re¬ 
quirements. 

(a)  No  person  may  make  a  parachute 
jump: 

(1)  Within  the  continental  control 
area,  at  a  distance  less  than  1,000  feet 
under,  1,000  feet  over,  or  one  mile  hori¬ 
zontally  from  any  cloud  formation;  or 

(2)  Outside  the  continental  control 
area,  at  a  distance  less  than  500  feet 
under,  1,000  feet  over,  or  2,000  feet  hori¬ 
zontally  from  any  cloud  formation. 

(b)  No  pilot  in  command  of  an  air¬ 
craft  may  allow  any  person  to  make  a 
parachute  jump  from  that  aircraft  un¬ 
less  cloud  conditions  allow  that  person 


to  comply  with  the  requirements  of  para¬ 
graph  (a)  of  this  section. 

§  105.31  Flight  visibility. 

No  person  may  make  a  parachute 
jump,  and  no  pilot  in  command  of  an 
aircraft  may  allow  a  parachute  jump  to 
be  made  from  that  aircraft: 

(a)  Through  any  part  of  the  conti¬ 
nental  control  area  when  the  flight  visi¬ 
bility  in  that  part  is  less  than  five  miles ; 
or 

(b)  Through  any  part  of  the  airspace 
outside  the  continental  control  area 
when  the  flight  visibility  in  that  part  is 
less  than  three  miles. 

§  105.33  Parachute  jumps  at  night. 

(a)  No  person  may  make  a  parachute 
jump,  and  no  pilot  in  command  of  an 
aircraft  may  allow  any  person  to  make 
a  parachute  jump  from  that  aircraft,  at 
night,  unless  that  person  is  equipped 
with  a  means  of  producing  a  light  visible 
for  at  least  three  miles. 

.(b)  Each  person  making  a  parachute 
jump  at  night  shall  display  the  light 
required  by  paragraph  (a)  of  this  sec¬ 
tion  from  the  time  his  canopy  opens  until 
he  reaches  the  surface. 

§  105.35  Liquor  and  drugs. 

No  person  may  make  a  parachute  jump 
while,  and  no  pilot  in  command  of  an 
aircraft  may  allow  a  person  to  make  a 
parachute  jump  from  that  aircraft  if 
that  person  appears  to  be: 

(a)  Under  the  influence  of  intoxicat¬ 
ing  liquor ;  or 

(b)  Using  any  drug  that  affects  his 
faculties  in  any  way  contrary  to  safety. 

§  105.37  Inspections. 

The  Administrator  may  inspect  (in¬ 
cluding  inspections  at  the  jump  site), 
any  parachute  jump  operation  to  which 
this  part  applies,  to  determine  com¬ 
pliance  with  the  regulations  of  this  part. 

Subpart  C — Parachute  Equipment 

§  105.41  Applicability. 

(a)  Except  as  provided  in  paragraph 
(b)  of  this  section,  this  subpart  pre¬ 
scribes  rules  governing  parachute  equip¬ 
ment  used  in  parachute  jumps  to  which 
this  part  applies. 

(b)  This  subpart  does  not  apply  to  a 
parachute  jump  made  by  a  member  of 
an  Armed  Force  using  parachute  equip¬ 
ment  of  an  Armed  Force. 

§  105.43  Parachute  equipment  and 
packing  requirements. 

(a)  No  person  may  make  a  parachute 
jump,  and  no  pilot  in  command  of  an 
aircraft  may  allow  any  person  to  make 
a  parachute  jump  from  that  aircraft,  un¬ 
less  that  person  is  wearing  a  single  har¬ 
ness  dual  parachute  pack,  having  at 
least  one  main  parachute  and  one  ap¬ 
proved  auxiliary  parachute  that  are 
packed  as  follows: 

(1)  The  main  parachute  must  have 
been  packed  by  a  certificated  parachute 
rigger,  or  by  tfie  person  making  the 
jump,  within  120  days  before  the  date  of 
its  use. 

(2)  The  auxiliary  parachute  must 
have  been  packed  by  a  certificated  and 
appropriately  rated  parachute  rigger 
within  60  days  before  the  date  of  its  use. 
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(b)  For  the  purpose  of  this  section,  an 
“approved”  parachute  is: 

(1)  A  parachute  manufactured  under 
a  type  certificate  or  a  technical  standard 
order  (C-23  series) ;  or 

(2)  A  personnel-carrying  military 
parachute  (other  than  a  high  altitude, 
high-speed,  or  ejection  kind)  identified 
by  an  NAF,  AAF,  or  AN  drawing  num¬ 
ber,  an  AAF  order  number,  or  any  other 
military  designation  or  specification 
number. 

Issued  in  Washington,  D.C.,  on  No¬ 
vember  21,  1962. 

N.  E.  Halaby,  - 
Administrator. 

[P.E.  Doc.  62-11690:  Piled.  Nov.  26,  1962; 

8:48  a.m.] 


SUBCHAPTER  E — AIRSPACE  [NEW] 

[Airspace  Docket  No.  62-CE-58] 

PART  71— designation  of  fed¬ 
eral  AIRWAYS,  CONTROLLED  AIR¬ 
SPACE,  AND  REPORTING  POINTS 
[NEW] 

Alteration  of  Control  Zone 

The  purpose  of  this  amendment  to 
Part  71  (New)  of  the  Federal  Aviation 
Regulations  is  to  alter  the  description  of 
the  Garden  City,  Kans.,  control  zone. 
Part  71  (New)  was  published  in  the  Fed¬ 
eral  Register  on  October  24,  1962,  as  a 
part  of  the  Agency’s  recodiflcation  pro¬ 
gram.  This  new  Part  contains  the  regu¬ 
latory  material  presently  found  in  Parts 
600  and  601  of  the  regulations  of  the  Ad¬ 
ministrator  and  becomes  effective  on 
December  12, 1962  (27  F.R.  10352,  220-2) . 

The  Garden  City  control  zone  is  desig¬ 
nated,  in  part,  with  reference  to  the 
Garden  City  radio  range  and  the  Garden 
City  VOR  171°  radial.  The  Federal  Avi¬ 
ation  Agency  is  converting  the  radio 
range  to  a  combined  transcribed  weather 
broadcast  station  and  radio  beacon  on 
or  about  January  10,  1963.  In  addition, 
it  has  been  determined  that  the  control 
zone  extension  based  on  the  Garden  City 
VOR  171°  radial  is  no  longer  required 
for  air  traffic  control  purposes.  There¬ 
fore,  action  is  taken  herein  to  substitute 
the  Garden  City  radio  beacon  for  the 
Garden  City  radio  range  in  the  descrip¬ 
tion  of  the  Garden  City  control  zone  and 
revoke  the  extension  based  on  the  Gar¬ 
den  City  VOR  171°  radial.  Controlled 
airspace  requirements  for  this  area  will 
be  reviewed  at  a  later  date  under  the 
CAR  Amendments  60-21/60-29  imple¬ 
mentation  program. 

Since  this  amendment  imposes  no  ad¬ 
ditional  burden  on  any  person,  notice 
and  public  procedure  hereon  are  unnec¬ 
essary  and  it  may  be  made  effective  Jan¬ 
uary  10,  1963. 

In  consideration  of  the  foregoing,  and 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (25  F.R.  12582) , 
the  following  action  is  taken: 

Section  71.171  (27  F.R.  220-91),  the 
Garden  City,  Kans.,  control  zone  is 
amended  to  read: 

Garden  City,  Kans.: 

Within  a  6-mile  radius  of  the  New  Garden 
City  Airport  (latitude  37*56'08"  N.,  longi¬ 
tude  100°43'46"  W.) ;  within  2  miles  either 


aide  of  the  144*  bearing  from  the  Garden 
City  RBN,  extending  from  the  5-mlle  radius 
zone  to  the  RBN,  and  within  2  miles  either 
side  of  the  Garden  City  VORTAC  004*  radial 
extending  from  the  5-mlle  radius  zone  to 
12  miles  N.  of  the  VORTAC. 

0 

This  amendment  shall  become  effec¬ 
tive  0001  e.s.t.  January  10,  1963. 

(Sec.  307(a),  72  Stat.  749;  49  U.S.C.  1348) 

Issued  in  Washington,  D.C.,  on  No¬ 
vember  19,  1962. 

Clifford  P.  Burton, 

Chief, 

Airspace  Utilization  Division. 

[F.R.  Doc.  62-11660;  Filed,  Nov.  26,  1962; 
8:45  am.] 


[Airspace  Docket  No.  62-WE-82] 

PART  75 — ESTABLISHMENT  OF 
JET  ROUTES  [NEW] 

Alteration  of  Jet  Advisory  Areas 

On  August  8, 1962,  a  notice  of  proposed . 
rule  making  was  published  in  the  Fed¬ 
eral  Register  (27  Fit.  7826)  stating  that 
the  Federal  Aviation  Agency  proposed 
to  alter  the  jet  advisory  areas  in  the 
vicinity  of  Rock  Springs,  Wyoming,  by 
substituting  radar  advisory  service  for 
nonradar  advisory  service. 

Subsequent  to  the  issuance  of  the  no¬ 
tice,  Part  602  of  the  regulations  ol  Uie 
Administrator  has  been  recodified  into 
a  new  Part  75  of  the  Federal  Aviation 
Regulations  which  will  become  effective 
December  12,  1962  (27  F.R.  10352).  The 
airspace  actions  taken  herein  reflect  the 
new  format  and  numbering  system 
adopted  for  this  part. 

No  adverse  comments  were  received 
regarding  the  proposed  amendment. 

Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the 
making  of  the  rules  herein  adopted,  and 
due  consideration  has  been  given  to  all 
relevant  matter  presented. 

The  substance  of  the  proposed  amend¬ 
ments  having  been  published,  therefore, 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (25  F.R.  12582) 
and  for  the  reasons  stated  in  the  notice, 
in  §  75.200  En  route  jet  advisory  areas 
(27  PH.  7312,  5863)  the  following 
changes  are  made: 

1.  Jet  Route  No.  32  jet  advisory  area  is 
amended  to  read: 

Jet  Route  No.  32  jet  advisory  area.  Radar- 
Oakland,  Calif.,  to  Duluth,  Minn.,  Non- 
Radar — From  Duluth,  Minn.,  to  the  United 
States/Canadian  border  only  from  flight 
level  370  to  flight  level  390,  inclusive. 

2.  Jet  Route  No.  107  jet  advisory  area 
is  amended  to  read: 

Jet  Route  No.  107  jet  advisory  area.  Ra¬ 
dar — Los  Angeles,  Calif.,  to  the  United 
States/Canadian  Border. 

3.  Jet  Route  No.  84  jet  advisory  area 
is  amended  to  read: 

Radar — Oakland,  Calif.,  to  Northbrook, 
HI. 

4.  Jet  Route  No.  94  jet  advisory  area 
is  amended  to  read: 

Jet  Route  No.  94  jet  advisory  area.  Ra¬ 
dar — Oakland,  Calif.,  to  Boston,  Mass. 

5.  In  the  text  of  Jet  Route  No.  20  jet 
advisory  area  Radar  “45  NMI SE  of  Rock 


Springs,  Wyo.;  from  107  NMI  NW  of 
Denver,  Colo.,  to”  is  deleted,  and  in  Non- 
Radar  “from  45  NMI  SE  of  Rock 
Springs,  Wyo.,  to  107  NMI  NW  of  Den¬ 
ver,  Colo.;”  is  deleted. 

6.  Jet  Route  No.  56  jet  advisory  area  is 
amended  to  read: 

Jet  Route  No.  56  jet  advisory  area.  Ra¬ 
dar — Salt  Lake  City,  Utah,  to  Denver,  Colo. 

These  amendments  shall  become  ef¬ 
fective  0001  e.s.t.  January  10,  1963. 

(Sec.  307(a)  72  Stat.  749;  49  US.C.  1348) 

Issued  in  Washington,  D.C.,  on  Novem¬ 
ber  20,  1962. 

Clifford  P.  Burton, 

Chief, 

Airspace  Utilization  Division. 

[F.R.  Doc.  62-11661;  FUed,  Nov.  26,  1962; 
8:45  a.m.] 


[Airspace  Docket  No.  62-WA-14] 

PART  75 — ESTABLISHMENT  OF 
JET  ROUTES  [NEW] 

Alteration  of  Jet  Route  and  Jet 
Advisory  Area 

On  August  4,  1962,  a  notice  of  pro¬ 
posed  rule  making  was  published  in  the 
Federal  Register  (27  F.R.  7738)  stating 
that  the  Federal  Aviation  Agency  (FAA) 
proposed  realignment  of  Jet  Route  No.  65 
between  Bakersfield,  Calif.,  and  Fresno, 
Calif.,  and  designation  of  an  enroute 
radar  jet  advisory  area  on  J-65  from 
Palmdale,  Calif.,  to  Red  Bluff,  Calif. 

The  Air  Transport  Association  of 
America  (ATA)  stated  that  it  was  their 
understanding  that  the  alteration  of  J- 
65  was  for  the  purpose  of  by-passing  two 
local  flying  areas  and  recommended  that 
the  proposed  “dogleg”  be  eliminated  and 
that  the  route  remain  on  a  direct  align¬ 
ment  from  Bakersfield  to  Fresno.  As 
stated  in  the  notice  of  proposed  rule 
making  the  realignment  of  J-65  was  pro¬ 
posed  to  provide  lateral  spacing  between 
J-65  and  aircraft  maneuvering  in  ter¬ 
minal  operations  at  the  Lemoore  Naval 
Air  Station.  The  alteration  as  proposed 
is  required  to  permit  simultaneous  util¬ 
ization  of  the  jet  route  and  the  NAS 
Lemoore  holding  patterns.  No  other 
comments  were  received  regarding  the 
proposed  amendments. 

Subsequent  to  the  issuance  of  the  no¬ 
tice,  Part  602  of  the  regulations  of  the 
Administrator  has  been  consolidated  and 
recodified  into  a  new  Part  75  of  the  Fed¬ 
eral  Aviation  Regulations  which  will  be¬ 
come  effective  December  12,  1962  (27 
F.R.  10352) .  The  airspace  actions  taken 
herein  reflect  the  new  format  and  num¬ 
bering  system  adopted  for  these  parts. 

Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the 
making  of  the  rules  herein  adopted,  and 
due  consideration  has  been  given  to  all 
relevant  matter  presented. 

In  consideration  of  the  foregoing,  and 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (25  F.R.  12582) 
and  for  the  reasons  stated  in  the  notice, 
the  following  actions  are  taken: 

1.  In  §  75.100  Jet  Routes  (27  FJt. 
10352, 7304)  Jet  Route  No.  65  is  amended 
as  follows: 


Tuesday,  November  27, 1962 
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In  the  text  “Bakersfield;  Fresno, 
Calif.;”  is  deleted  and  “Bakersfield;  INT 
of  the  Bakersfield  345°  and  the  Fresno, 
Calif.,  150°  radials;  Fresno;”  is  sub¬ 
stituted  therefor. 

2.  In  §  75.200  En  route  jet  advisory 
areas  (27  F.R.  10352,  7019)  Jet  Route  No. 
65  jet  advisory  area  is  changed  to  read: 

Jet  Route  No.  65  jet  advisory  area. 
Radar — Phoenix,  Ariz.,  to  Red  Bluff,  Calif. 

These  amendments  shall  become  effec¬ 
tive  0001  e.s.t.  January  10, 1963. 

(Sec.  307(a),  72  Stat.  749;  49  U.S.C.  1348) 

Issued  in  Washington,  D.C.,  on  Novem¬ 
ber  20, 1962. 

Clifford  P.  Burton, 

Chief, 

Airspace  Utilization  Division. 

(F.R.  Doc.  62-11662;  Piled,  Nov.  26,  1962; 
8:45  a.m.] 


Title  17— COMMODITY  AND 
SECURITIES  EXCHANGES 

Chapter  II — Securities  and  Exchange 
Commission 

[Release  40-3574] 

PART  270 — RULES  AND  REGULA¬ 
TIONS,  INVESTMENT  COMPANY 
ACT  OF  1940 

Reports  to  Stockholders  of 
Management  Companies 


report  shall  be  made  as  of  a  date  not 
later  than  the  close  of  the  fiscal  year  or 
half-year  first  occurring  on  or  after  the 
date  on  which  the  company’s  notifica¬ 
tion  of  registration  under  the  Act  is 
filed  with  the  Commission.  Each  report 
shall  be  mailed  within  45  days  after  the 
date  as  of  which  the  report  is  made, 
except  that  if  the  reporting  company  is 
a  nondiversified  company  having  one  or 
more  majority-owned  subsidiaries  which 
are  not  investment  companies,  the  re¬ 
port  may  be  mailed  within  60  days  after 
the  date  as  of  which  it  is  made.  The 
Commission  may,  however,  upon  written 
request  showing  good  cause  therefor, 
extend  the  period  of  time  within  which 
a  report  may  be  mailed.  Section  270.0-5 
shall  not  apply  to  such  requests. 

(b)  Reports  made  as  of  the  close  of 
the  reporting  company’s  fiscal  year  shall 
cover  the  whole  fiscal  year  (or  the  life 
of  the  company  if  less  than  a  whole 
fiscal  year)  and  shall  be  accompanied 
by  a  certificate  of  an  independent  public 
accountant  or  accountants.  Reports 
made  as  of  any  date  other  than  the  close 
of  the  fiscal  year  shall  cover  a  period 
commencing  either  (1)  with  the  begin¬ 
ning  of  the  fiscal  year  (or  the  date  of 
organization,  if  a  newly  organized  com¬ 
pany)  or  (2)  with  a  date  not  later  than 
the  day  after  the  close  of  the  period 
covered  by  the  last  report  conforming 
with  the  requirements  of  section  30(d) 
of  the  Act  and  the  rules  and  regulations 
thereunder. 

(Secs.  38,  39,  54  Stat.  841,  15  U.S.C.  80a-37, 
80a-38) 


Title  21— FOOD  AND  DRUGS 

Chapter  I — Food  and  Drug  Adminis¬ 
tration,  Department  of  Health,  Edu¬ 
cation,  and  Welfare 
SUBCHAPTER  B— FOOD  AND  FOOD  PRODUCTS 

PART  121— FOOD  ADDITIVES 

Subpart  C — Food  Additives  Permitted 
in  Animal  Feed  or  Animal-Feed 
Supplements 

Ronnel 

Pursuant  to  a  petition  received  from 
Moorman  Manufacturing  Company, 
Quincy,  Illinois,  a  regulation  was  pub¬ 
lished  in  the  Federal  Register  of  August 
14,  1962  (27  F.R.  8072),  providing  for 
certain  uses  of  ronnel  in  mineral  and 
feed  concentrates,  requiring,  among 
other  limitations,  the  withdrawal  of  the 
feed  60  days  before  calving.  Following 
publication  of  this  order,  the  petitioner 
requested  that  this  limitation  be  changed 
to  “withdraw  from  dairy  heifers  60  days 
before  calving”.  The  Commissioner  has 
evaluated  this  comment  and  other  rele¬ 
vant  material  and  has  concluded  that 
the  regulation  should  be  amended  to 
provide  for  this  change.  Therefore, 
pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(d),  72  Stat.  1786;  21  U.S.C.  348(d)), 
and  under  the  authority  delegated  to 
the  Commissioner  by  the  Secretary  of 
Health,  Education,  and  Welfare  (25  F.R. 
8625),  §  121.209  (21  CFR  121.209)  is 
amended  by  changing  paragraph  (a)  to 
read  as  follows: 


On  August  4,  1962,  notice  of  proposed 
amendments  to  §  270.30d-l  of  Title  17 
of  the  Code  of  Federal  Regulations,  re¬ 
lating  to  reports  by  stockholders  of 
management  companies,  was  published 
in  the  Federal  Register  (27  F.R.  7738) . 
After  consideration  of  all  such  relevant 
matter  as  was  presented  by  interested 
persons  regarding  the  amendments  pro¬ 
posed,  the  regulations  so  published  are 
hereoy  adopted,  effective  December  17, 
1962,  subject  to  the  changes  set  forth 
below : 

I.  The  next  to  the  last  sentence  of 
paragraph  (a)  is  changed. 

H.  The  last  sentence  is  deleted  and 
two  new  sentences  are  added  to  the  end 
of  paragraph  (a) . 

By  the  Commission. 

[seal]  Orval  L.  DuBois, 

Secretary. 

November  16, 1962. 

As  amended,  paragraphs  (a)  and  (b) 
of  §  270.30d-l  read  as  follows:  f 

§  270.30d— 1  Reports  to  stockholders  of 
management  companies. 

(a)  At  least  semiannually  every  regis¬ 
tered  management  company  shall  trans¬ 
mit  by  mail,  postage  prepaid,  to  each 
stockholder  of  record,  a  report  contain¬ 
ing  all  of  the  information  and  financial 
statements,  or  their  equivalent,  speci¬ 
fied  in  clauses  (1)  to  (6)  inclusive  of 
section  30(d)  of  the  Act.  The  first  such 


[FR.  Doc.  62-11674;  Filed,  Nov.  26,  1962;  (a)  In  the  feed  of  beef  cattle  and  dairy 

8:46  a.m.]  heifers  as  follows: 


Quantity 

Limitations 

Indications  for  use 

1.  In  feed  concentrate: 

a . 

Percent  in  feed 
concentrate 

0. 260-0. 275 

Feed  concentrate  0.3  lb.  per  100  lb.  of  ani- 

Control  of  grubs  in  beef 

b . . . . 

0.600 

mal  weight  per  day  for  14  days;  with¬ 
draw  from  dairy  heifers  60  days  before 
calving;  withdraw  feed  60  days  prior  to 
slaughter;  not  to  be  fed  to  dairy  cows. 

Feed  concentrate  0.3  lb.  per  100  lb.  of  ani- 

cattle  and  ia  heifers. 

Do. 

Percent  in 
block  or 
granular 
concentrate 

mal  weight  per  day  for  7  days;  with¬ 
draw  from  dairy  heifers  60  days  before 
calving;  withdraw  feed  60  days  prior  to 
slaughter;  not  to  be  fed  to  dairy  cows. 

2.  In  mineral  concentrate _ 

5.50 

Feed  block  or  granular  concentrate  0.25  lb. 

Do. 

per  100  lb.  of  animal  weight  per  month 
for  not  less  than  75  days;  withdraw  from 
dairy  heifers  60  days  before  calving;  with¬ 
draw  60  days  prior  to  slaughter;  not  to 
be  fed  to  dairy  cows. 

Notice  and  public  procedure  are  not 
necessary  prerequisites  to  the  promulga¬ 
tion  of  this  order,  and  I  so  find,  since 
the  amendment  involves  only  an  editorial 
change. 

Effective  date.  This  order  shall  be¬ 
come  effective  upon  publication  in  the 
Federal  Register. 

(Sec.  409(d) ,  72  Stat.  1786;  21  U.S.C.  348(d) ) 
Dated:  November  20,  1962. 

John  L.  Harvey, 
Deputy  Commissioner 
of  Food  and  Drugs. 

[FR.  Doc.  62-11680;  Filed.  Nov.  26,  1962; 
8:48  am.] 


PART  121— FOOD  ADDITIVES 

Subpart  D — Food  Additives  Permitted 
in  Food  for  Human  Consumption 

BHT  and  BHA;  Antioxidants  in  Foods 

Acting  upon  petitions  (F.A.P.  Nos.  903, 
924)  filed  by  Kellogg  Company,  Battle 
Creek,  Michigan,  and  the  Borden  Com¬ 
pany,  350  Madison  Avenue,  New  York  17, 
New  York,  and  pursuant  to  the  provisions 
of  the  Federal  Food,  Drug,  and  Cosmetic 
Act  (sec.  409(0(1),  72  Stat.  1786;  21 
U.S.C.  348(c)(1)),  and  under  the  au¬ 
thority  delegated  to  the  Commissioner 
by  the  Secretary  of  Health,  Education, 
and  Welfare  (25  F.R.  8625) ;  the  food  ad- 
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ditive  regulations  (21  CFR  121.1034  (27 
F.R.  2568,  3883),  121.1035  (27  FJt.  2568, 
3883,  8423) )  are  amended  in  the  follow¬ 
ing  respects: 

1.  Section  121.1034  is  revised  to  read 
as  follows: 

§  121.1034  BHT. 

The  food  additive  BHT  (butylated  hy¬ 
droxy  toluene),  alone  or  in  combination 
with  other  antioxidants  permitted  in  this 
Subpart  D  may  be  safely  used  in  or  on 
specified  foods,  as  follows: 

(a)  The  BHT  meets  the  following 
specification:  Assay  (total  BHT)  99.0 
percent  minimum. 

(b)  The  BHT  is  used  alone  or  in  com¬ 
bination  with  BHA,  as  an  antioxidant 
in  foods,  as  follows : 

Limitations 
( total  BHA 
and  BHT) 
parts  per 

Food  million 

Dry  breakfast  cereals -  50 

Emulsion  stabilizers  for  shortenings —  200 

Potato  flakes _  50 

Potato  granules -  10 

Sweetpotato  flakes -  50 

(c)  To  assure  safe  use  of  the  additive: 

(1)  The  label  of  any  market  package 
of  the  additive  shall  bear,  in  addition  to 
the  other  information  required  by  the 
act,  the  name  of  the  additive. 

(2)  When  the  additive  is  marketed  in 
a  suitable  carrier,  in  addition  to  meeting 
the  requirement  of  subparagraph  (1)  of 
this  paragraph,  the’  label  shall  declare 
the  percentage  of  the  additive  in  the 
mixture. 

2.  Section  121.1035  is  revised  to  read 
as  follows: 

§  121.1035  BHA. 

The  food  additive  BHA  (butylated 
hydroxyanisole)  alone  or  in  combination 
with  other  antioxidants  permitted  in 
food  for  human  consumption  in  this  sub¬ 
part  D  may  be  safely  used  in  or  on  speci¬ 
fied  foods,  as  follows: 

(a)  The  BHA  meets  the  following 
specification: 

Assay  (total  BHA),  98.5  percent  minimum. 
Melting  point  48*  C.  minimum. 

(b)  The  BHA  is  used  alone  or  in  com¬ 
bination  with  BHT,  as  an  antioxidant  in 
foods,  as  follows: 

Limitations 
( total  BHA 
and  BHT) 
parts  per 

Food  million 


Active  dry  yeast - 1 1, 000 

Beverages  and  desserts  prepared  from 

dry  mixes _  1 2 

Dry  breakfast  cereals _  50 

Dry  diced  glaceed  fruit _  1  32 

Dry  mixes  for  beverages  and  desserts.  1 10 

Emulsion  stabilizers  for  shortenings.  200 

Potato  flakes _  50 

Potato  granules _  10 

Sweetpotato  flakes _  50 


1  BHA  only. 

vC)  To  assure  safe  use  of  the  additive: 
(1)  The  label  of  any  market  package 
of  the  additive  shall  bear,  in  addition  to 


the  other  information  required  by  the 
act,  the  name  of  the  additive. 

(2)  When  the  additive  is  marketed  in 
a  suitable  carrier,  in  addition  to  meeting 
the  requirement  of  subparagraph  (1)  of 
this  paragraph,  the  label  shall  declare 
the  percentage  of  the  additive  in  the 
mixture. 

Any  person  who  will  be  adversely 
affected  by  the  foregoing  order  may  at 
any  time  within  30  days  from  the  date 
of  its  publication  in  the  Federal  Register 
file  with  the  Hearing  Clerk,  Department 
of  Health,  Education,  and  Welfare,  Room 
5440,  330  Independence  Avenue  SW., 
Washington  25,  D.C.,  written  objections 
thereto.  Objections  shall  show  wherein 
the  person  filing  will  be  adversely 
affected  by  the  order  and  specify  with 
particularity  the  provisions  of  the  order 
deemed  objectionable  and  the  grounds 
for  the  objections.  If  a  hearing  is  re¬ 
quested,  the  objections  must  state  the 
issues  for  the  hearing.  A  hearing  will 
be  granted  if  the  objections  are  sup¬ 
ported  by  grounds  legally  sufficient  to 
justify  the  relief  sought.  Objections 
may  be  accompanied  by  a  memorandum 
or  brief  in  support  thereof.  All  docu¬ 
ments  shall  be  filed  in  quintuplicate. 

Effective  date.  This  order  shall  be 
effective  on  the  date  of  its  publication  in 
the  Federal  Register. 

(Sec.  409(c)(1),  72  Stat.  1786;  21  U.S.C. 
348(c)(1)) 

Dated:  November  20, 1962. 

John  L.  Harvey, 
Deputy  Commissioner  of 
Food  and  Drugs. 

[F.R.  Doc.  62-11677;  Filed,  Nov.  26,  1962; 

8:47  a.m.] 


Any  person  who  will  be  adversely  af¬ 
fected  by  the  foregoing  order  may  at  any 
time  within  30  days  from  the  date  of  its 
publication  in  the  Federal  Register  file 
with  the  Hearing  Clerk,  Department  of 
Health,  Education,  and  Welfare,  Room 
5440,  330  Independence  Avenue  SW., 
Washington  25,  D.C.,  written  objections 
thereto.  Objections  shall  show  wherein 
the  person  filing  will  be  adversely  af¬ 
fected  by  the  order  and  specify  with 
particularity  the  provisions  of  the  order 
deemed  objectionable  and  the  grounds 
for  the  objections.  If  a  hearing  is  re¬ 
quested,  the  objections  must  state  the 
issues  for  the  hearings.  A  hearing  will 
be  granted  if  the  objections  are  sup¬ 
ported  by. grounds  legally  sufficient  to 
justify  the  relief  sought.  Objections 
may  be  accompanied  by  a  memorandum 
or  brief  in  support  thereof.  All  docu¬ 
ments  shall  be  filed  in  quintuplicate. 


PART  121— FOOD  ADDITIVES 

Subpart  F — Food  Additives  Resulting 

From  Contact  With  Containers  or 

Equipment  and  Food  Additives 

Otherwise  Affecting  Food 

Cellophane 

The  Commissioner  of  Food  and  Drugs, 
having  evaluated  the  data  submitted  in 
petitions  filed  by  Cabot  Corporation, 
Acheson  Dispersed  Pigments  Division, 
2250  East  Ontario  Street,  Philadelphia 
34,  Pennsylvania,  and  Chemirad  Corpo¬ 
ration,  Post  Office  Box  187,  East  Bruns¬ 
wick,  New  Jersey,  and  comments  sub¬ 
mitted  by  Carlisle  Chemical  Works,  Inc., 
Reading,  Ohio,  and  other  relevant  ma¬ 
terial,  has  concluded  that  §  121.2507  (21 
CFR  121.2507)  of  the  food  additive  regu¬ 
lations  should  be  amended  as  herein¬ 
after  provided,  pursuant  to  the  provi¬ 
sions  of  the  Federal  Food,  Drug,  and 
Cosmetic  Act  (sec.  409(c)(1),  72  Stat. 
1786;  21  U.S.C.  348(c)(1)),  and  under 
the  authority  delegated  to  the  Commis¬ 
sioner  by  the  Secretary  of  Health,  Edu¬ 
cation,  and  Welfare  (25  F.R.  8625) . 

1.  Paragraph  (c)  is  amended: 

a.  By  changing  the  item  “jVJV'- Dioleyl 
ethylenediamine”  to  read,  “NJN’-Dio- 
leoylethylenediamine  (N,N'-ethylenebi- 
soleamide) 

b.  By  changing  the  item  “N,N'- Dis- 
tearylethylenediamine”  to  read  “NJV'- 
Distearoylethylenediamine  (N,N'-ethyl- 
enebisstearamide)  ”. 

c.  By  changing  the  item  “N.N'-Oleyl- 
stearylethylenediamine”  to  read  “N- 
Oleoyl-N’-stearoylethylenediamine  (N- 
(2-stearoylaminoethyl)  -oleamide) 

2.  Paragraph  (c)  is  further  amended 
by  inserting  therein  in  alphabetical  order 
the  following  new  items : 


Effective  date.  This  order  shall  be  ef¬ 
fective  on  the  date  of  its  publication  in 
the  Federal  Register. 

(Sec.  409(c)(1),  72  Stat.  1786;  21  U.S.C. 
348(c)(1)) 

Dated:  November  20, 1962. 

John  L.  Harvey, 
Deputy  Commissioner 
of  Food  and  Drugs. 

[F.R.  Doc.  62-11678;  Filed,  Nov.  26,  1962; 
8:47  a.m.] 


PART  121— FOOD  ADDITIVES 

Subpart  F — Food  Additives  Resulting 
From  Contact  With  Containers  or 
Equipment  and  Food  Additives 
Otherwise  Affecting  Food 

Defoaming  Agents  Used  In  Coatings 

The  Commissioner  of  Food  and  Drugs, 
having  evaluated  the  data  submitted  in 


Limitations  ( residue  and  limits  of  addition  expressed 
as  percent  by  toeight  of  finished  packaging  cello - 
List  of  substances  phane) 

Carboxymethyl  hydroxyethylcelluloee  _ _ _ 

polymer. 

Polyethylenmine _  As  the  basic  polymer,  and  used  only  as  a  resin  to 

anchor  coatings  to  the  substrate. 

Sodium  dioctylsulfosuccinate _ 0.04  percent. 

Titanium  dioxide _  _ 


Tuesday ,  November  27, 1962 
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petitions  filed  by  Arnold,  Hoffman  and 
Company,  Inc.,  55  Canal  Street,  Provi¬ 
dence  1,  Rhode  Island;  Economics  Lab¬ 
oratory,  Inc.,  914  Guardian  Building,  St. 
Paul  1,  Minnesota;  Harry  Miller  Cor¬ 
poration,  Fourth  and  Bristol  Streets, 
Philadelphia  40,  Pennsylvania;  Nopco 
Chemical  Company,  60  Park  Place,  New¬ 
ark  1,  New  Jersey;  and  Polyvinyl  Ace¬ 
tate  Emulsion  Industry  Technical  Com¬ 
mittee,  %  Colton  Chemical  Company, 
Division  of  Air  Reduction  Company,  Inc., 
6620  Union  Avenue,  Cleveland  5,  Ohio; 
and  other  relevant  material,  has  con¬ 
cluded  that  the  following  regulation 
should  issue  with  respect  to  food  addi¬ 
tives  resulting  from  the  use  of  defoam¬ 
ing  agents  in  the  production  and  appli¬ 
cation  of  coatings  for  paper  and  paper- 
board  intended  for  use  in  contact  with 
food.  Therefore,  pursuant  to  the  pro¬ 
visions  of  the  Federal  Food,  Drug,  and 
Cosmetic  Act  (sec.  409(c)(1),  72  Stat. 
1786;  21  U.S.C.  348(c)(1)),  and  under 
the  authority  delegated  to  the  Com¬ 
missioner  by  the  Secretary  of  Health,  Ed¬ 
ucation,  and  Welfare  (25  F.R.  8625) ,  the 
food  additive  regulations  (21  CFR  Part 
121)  are  amended  by  adding  to  Subpart 
F  the  following  new  section: 

§  121.2557  Defoaming  agents*  used  in 
coatings. 

The  defoaming  agents  described  in  this 
section  may  be  safely  used  as  com¬ 
ponents  of  articles  intended  for  use  in 
producing,  manufacturing,  packing, 
processing,  preparing,  treating,  packag¬ 
ing,  transporting,  or  holding  food,  sub¬ 
ject  to  the  provisions  of  this  section. 

(a)  The  defoaming  agents  are  pre¬ 
pared  as  mixtures  of  substances  de¬ 
scribed  in  paragraph  (d)  of  this  section. 

(b)  The  quantity  of  any  substance 
employed  in  the  formulation  of  defoam¬ 
ing  agents  does  not  exceed  the  amount 
reasonably  required  to  accomplish  the 
intended  physical  or  technical  effect  in 
the  defoaming  agents  or  any  limitation 
further  provided. 

(c)  Any  substance  employed  in  the 
production  of  defoaming  agents  and 
which  is  the  subject  of  a  regulation  in 
this  Subpart  F  conforms  with  any 
specifications  in  such  regulation;  and 
any  substance  that  is  not  the  subject  of 
a  regulation  in  this  Subpart  F  conforms 
with  the  specifications,  if  any,  pre¬ 
scribed  by  an  order  extending  the  effec¬ 
tive  date  of  the  statute  for  such  sub¬ 
stance  as  an  indirect  additive  to  food. 

(d)  Substances  employed  in  the 
formulation  of  defoaming  agents 
include: 

(1)  Substances  generally  recognized 
as  safe  in  food. 

(2)  Substances  subject  to  prior  sanc¬ 
tion  or  approval  for  use  in  defoaming 
agents  and  used  in  accordance  with  such 
sanction  or  approval. 

(3)  Substances  identified  in  this  sub- 
paragraph  and  subject  to  such  limita¬ 
tions  as  are  provided : 


List  of  substances 


Limitations 


n-Bulyl  alcohol - 

tert-Butyl  alcohol _ _ 

Butyl  stearate . . 

Castor  oil,  sulfated. . — 

Castor  oil,  sulfated,  potassium 
soap. 

Cetyl  alcohol _ _ _ 

Cyclohexane _ 

Cyclohexanol . 

Diethylene  glycol  monolaurate— 
Diethylene  glycol  monostearate.. 

Dimethylpolysiloxane.  . . . 

Dipropylene  glycol . . 

Ethyl  alcohol . 

Fats  and  oils  derived  from  animal 
or  vegetable  sources. 

Fatty  acids  derived  from  animal 
or  vegetable  fats  and  oils, 
and  salts  of  such  acids,  single 
or  mixed,  as  follows: 
Aluminum. 

Ammonium. 

Calcium. 

Magnesium. 

Potassium. 

Sodium. 

Zinc. 

Formaldehyde . . 


Glyceryl  mono-12-hydroxystea- 
rate. 

Glyceryl  monostearate.. . . 

Hexane . . 

Hexylene  glycol  (2-methyl-2,4- 
pentanediol). 

Isobutyl  alcohol _ 

Isopropyl  alcohol _ 

Kerosene _ 

Lecithin,  hydroxylated - 

Methyl  alcohol _ 

Methylcellulose _ 

Methyl  oleate _ 

Methyl  palmitate - 

Mineral  oil,  including  paraffin 
oils. 

Myristyl  alcohol - 

Naphtha - - - 

0-Naphthol . . 


Nonyl  phenol . 

Oleic  acid,  sulfated.... 
Paraclilorometacresol. 


Petrolatum . 

Pine  oil . . . . 

Polyethylene . . 

Polyethylene,  oxidized. . 

Polyethylene  glycol  (200)  dilau- 
rate. 

Polyethylene  glycol  (400)  diol 

Polyethylene  glycol  (600)  diol- 
eate. 

Polyethylene  glycol  (400)  esters 
of  coconut  oil  fatty  acids. 
Polyethylene  glycol  (400)  mono- 
oleate. 

Polyethylene  glycol  (600)  mono- 
oleate. 

Polyethylene  .glycol  (600)  mono- 
ricinoleate. 

Polyethylene  glycol  (400)  mono¬ 
stearate. 

Polyoxybutylenc-polyoxypropyl- 
ene-polyoxyethylene  glycol 
(min.  mol.  wt.  3700). 
Polyoxyetbylated  (min.  3  mols) 
cetyl  alcohol. 

Polyoxyethylated  (min.  5  mols) 
oleyl  alcohol. 

Polyoxyethylated  (min.  1.5  mols) 
tridecyl  alcohol. 
Polyoxyethylene  (min.  15  mols) 
ester  of  rosin. 

Polyoxyethylene  (min.  8  mols) 
monooleate. 

Polyoxyethyleno  (20)  sorbitan 
monolaurate. 

Polyoxyethylene  (20)  sorbitan 
tristearate. 

Polyoxynropylated  (min.  20 
.  mols)  butyl  alcohol. 
Polyoxypropylene  glycol  (min 
mol.  wt.  200). 
Polyoxypropylene  (min.  20  mols) 
oleate  butyl  ether. 
Polyoxypropylene-polyoxyctliyl- 
ene  glycol  (min.  mol.  wt.  1,900) 
Polyoxypropylene  (min.  40  mols) 
stearate  butyl  ether. 


For  use  as  preserva¬ 
tive  of  defoamer 
only. 


For  use  as  preserva¬ 
tive  of  defoamer 
only. 


For  use  as  preserva¬ 
tive  of  defoamer 
only. 


List  of  substances 

Limitations 

Polysorbate  80 _ 

Potassium  pentachlorophenate... 

Potassium  trichloropbenate _ 

For  use  as  preserva¬ 
tive  of  defoamer 
only. 

For  use  as  preserva¬ 
tive  of  defoamer 
only. 

Propylene  glycol  monoester  of 
soybean  oil  fatty  acids. 
Propylene  glycol  monoester  of 
tallow  fatty  acids. 

Ricebran  oil,  sulfated _ 

Silica _ _ 

Sodium2-mercaptobenzothiazole. 

Sodium  pentachlorophenate . 

Sodium  trichlorophenate . . 

For  use  as  preserva¬ 
tive  of  defoamer 
only. 

For  use  as  preserva¬ 
tive  of  defoamer 
only. 

For  use  as  preserva¬ 
tive  of  defoamer 
only. 

Sorbitan  monostearate _ 

Sperm  nil,  sulfated ... 

Steryl  alcohol  _  _  _  _ 

Tall  oil  fatty  acids _ 

Tallow  fatty  acids,  hydro¬ 
genated  or  sulfated. 

Tallow,  sulfated _ 

Triethanolamine _ 

Triisopropannlamine 

Waxes,  petroleum _ 

(e)  The  defoaming  agents  are  used  as 
follows : 

(1)  The  quantity  of  defoaming  agent 
or  agents  used  shall  not  exceed  the 
amount  reasonably  required  to  accom¬ 
plish  the  intended  effect,  which  is  to  pre¬ 
vent  or  control  the  formation  of  foam. 

(2)  The  defoaming  agents  are  used  in 
the  preparation  and  application  of  coat¬ 
ings  for  paper  and  paperboard,  and  such 
use  is  in  conformity  with  the  limitations 
prescribed  in  §  121.2526(c). 

Any  person  who  will  be  adversely  af¬ 
fected  by  the  foregoing  order  may  at  any 
time  within  30  days  from  the  date  of  its 
publication  in  the  Federal  Register  file 
with  the  Hearing  Clerk,  Department  of 
Health,  Education,  and  Welfare,  Room 
5440,  330  Independence  Avenue  SW., 
Washington  25,  D.C.,  written  objections 
thereto.  Objections  shall  show  wherein 
the  person  filing  will  be  adversely  affected 
by  the  order  and  specify  with  particu¬ 
larity  the  provisions  of  the  order  deemed 
objectionable  and  the  grounds  for  the 
objections.  If  a  hearing  is  requested,  the 
objections  must  state  the  issues  for  the 
hearing.  A  hearing  will  be  granted  if 
the  objections  are  supported  by  grounds 
legally  sufficient  to  justify  the  relief 
sought.  Objections  may  be  accompanied 
by  a  memorandum  or  brief  in  support 
thereof.  All  documents  shall  be  filed  in 
quintuplicate. 

Effective  date.  This  order  shall  be  ef¬ 
fective  on  the  date  of  its  publication  in 
the  Federal  Register. 

(Sec.  409(c)  (1) ,  72  Stat.  1786;  21  U.S.C. 
348(c)(1)) 

Dated:  November  19,  1962. 

John  L.  Harvey, 
Deputy  Commissioner 
of  Food  and  Drugs. 

[FJt.  Doc.  62-11679;  Filed,  Nov.  26,  1962; 

8:47  ajn.l 
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Title  29— LABOR 

Subtitle  A — Office  of  the  Secretary  of 
Labor 

PART  4— CHILD  LABOR  REGULA¬ 
TIONS,  ORDERS,  AND  STATEMENTS 
OF  INTERPRETATION 

Subpart  E — Occupations  Particularly 
Hazardous  for  the  Employment  of 
Minors  Between  16  and  18  Years 
of  Age  or  Detrimental  to  Their 
Health  or  Well-Being 

Meat  Processing 

Certain  occupations  in  or  about 
slaughtering  and  meat  packing  establish¬ 
ments  and  rendering  plants  have  been 
found  and  by  order  declared  to  be  par¬ 
ticularly  hazardous  for  the  employment 
of  persons  between  16  and  18  years  of 
age  (29  CFR  4.61;  Hazardous-Occupa¬ 
tions  Order  No.  10)  pursuant  to  subsec¬ 
tion  3(1)  of  the  Fair  Labor  Standards 
Act  of  1938  (29  U.S.C.  203). 

In  the  August  16,  1962  issue  of  the 
Federal  Register  (27  F.R.  8185),  a  pro¬ 
posal  was  published  to  amend  this  order 
by  revoking  the  exemption  for  retail  or 
service  establishments  contained  there¬ 
in.  The  proposal  was  based  upon  a  study 
by  the  Bureau  of  Labor  Standards  indi¬ 
cating  that  the  occupations  declared  par¬ 
ticularly  hazardous  for  16-  and  17-year 
old  persons  in  slaughtering  and  meat 
packing  establishments  and  in  rendering 
plants  are  also  particularly  hazardous 
when  performed  in  retail  or  service  es¬ 
tablishments. 

Interested  persons  were  given  30  days 
in  which  to  file  written  statements  of 
data,  views,  and  arguments  regarding 
the  proposal.  Having  considered  all 
relevant  information  submitted  concern¬ 
ing  this  proposal,  I  hereby  find  that  the 
occupations  prohibited  by  the  order  are 
also  particularly  hazardous  for  the  em¬ 
ployment  of  persons  between  16  and  18 
years  of  age  in  exempted  establishments. 
I  also  hereby  find  that  such  occupations 
are  not  particularly  hazardous  when  per¬ 
formed  by  apprentices  or  student-learn¬ 
ers  under  the  conditions  set  forth  in 
several  of  the  previously  issued  hazard¬ 
ous-occupations  orders  (i.e.  29  CFR  4.55, 
4.59,  4.63,  4.65,  4.67) . 

Accordingly,  effective  December  27, 
1962, 1  hereby  amend  29  CFR  4.61  to  read 
as  follows: 

§  4.61  Occupations  involving  slaughter¬ 
ing,  meat  packing  or  processing,  or 
rendering  (Order  10). 

(a)  Finding  and  declaration  of  fact. 
The  following  occupations  in  or  about 
slaughtering  and  meat  packing  estab¬ 
lishments,  rendering  plants,  or  whole¬ 
sale,  retail  or  service  establishments  are 
particularly  hazardous  for  the  employ¬ 
ment  of  minors  between  16  and  18  years 
of  age  or  detrimental  to  their  health  or 
well-being: 

(1)  All  occupations  on  the  killing 
floor,  in  curing  cellars,  and  in  hide  cel¬ 
lars,  except  the  work  of  messengers,  run¬ 
ners,  handtruckers,  and  similar  occu¬ 


pations  which  require  entering  such 
workrooms  or  workplaces  infrequently 
and  for  short  periods  of  time. 

(2)  All  occupations  involved  in  the 
recovery  of  lard  and  oils,  excdpt  pack¬ 
aging  and  shipping  of  such  products  and 
the  operation  of  lard-roll  machines. 

(3)  All  occupations  involved  in  tank¬ 
age  or  rendering  of  dead  animals,  animal 
offal,  animal  fats,  scrap  meats,  blood, 
and  bones  into  stock  feeds,  tallow,  in¬ 
edible  greases,  fertilizer  ingredients,  and 
similar  products. 

(4)  All  occupations  involved  in  the 
operation  or  feeding  of  the  following 
power-driven  meat-processing  ma¬ 
chines,  including  setting-up,  adjusting, 
repairing,  oiling,  or  cleaning  such  ma¬ 
chines:  meat  and  bone  cutting  saws, 
knives  (except  bacon-slicing  machines), 
head-splitters,  and  guillotine  cutters; 
snout-pullers  and  jaw-pullers;  skinning 
machines;  horizontal  rotary  washing 
machines;  casing-cleaning  machines 
such  as  crushing,  stripping,  and  finish¬ 
ing  machines;  grinding,  mixing,  chop¬ 
ping,  and  hashing  machines;  and  presses 
(except  belly-rolling  machines) . 

(5)  All  boning  occupations. 

(6)  All  occupations  that  involve  the 
pushing  or  dropping  of  any  suspended 
carcass,  half  carcass,  or  quarter  carcass. 

(7)  All  occupations  involving  hand¬ 
lifting  or  hand-carrying  any  carcass  or 
half  carcass  of  beef,  pork,  or  horse,  or 
any  quarter  carcass  of  beef  or  horse. 

(b)  Definitions .  As  used  in  this  sec¬ 
tion: 

(1)  The  term  “slaughtering  and  meat 
packing  establishments”  shall  mean 
places  in  or  about  which  cattle,  calves, 
hogs,  sheep,  lambs,  goats,  or  horses  are 
killed,  butchered,  or  processed.  The 
term  shall  also  include  establishments 
which  manufacture  or  process  meat 
products  or  sausage  casings  from  such 
animals. 

(2)  The  term  “rendering  plants” 
shall  mean  establishments  engaged  in 
the  conversion  of  dead  animals,  animal 
offal,  animal  fats,  scrap  meats,  blood, 
and  bones  into  stock  feeds,  tallow,  in¬ 
edible  greases,  fertilizer  ingredients,  and 
similar  products. 

(3)  The  term  “killing  floor”  shall  in¬ 
clude  that  workroom  or  workplace  where 
cattle,  calves,  hogs,  sheep,  lambs,  goats, 
or  horses  are  immobilized,  shackled,  or 
killed,  and  the  carcasses  are  dressed 
prior  to  chilling. 

(4)  The  term  “curing  cellar”  shall  in¬ 
clude  that  workroom  or  workplace  which 
is  primarily  devoted  to  the  preservation 
and  flavoring  of  meat  by  curing  mate¬ 
rials.  It  does  not  include  that  work¬ 
room  or  workplace  where  meats  are 
smoked. 

(5)  The  term  “hide  cellar”  shall  in¬ 
clude  that  workroom  or  workplace  where 
hides  are  graded,  trimmed,  salted,  and 
otherwise  cured. 

(6)  The  term  “boning  occupations” 
shall  mean  the  removal  of  bones  from 
meat  cuts.  It  shall  not  include  work 
that  involves  cutting,  scrapping,  or  trim¬ 
ming  meat  from  cuts  containing  bones. 

(c)  Exemptions.  This  section  shall 
not  apply  to: 


(1)  The  killing  and  processing  of 
poultry,  rabbits,  or  small  game  in  areas 
physically  separated  from  the  killing 
floor. 

(2)  The  employment  of  an  apprentice 
in  the  occupations  declared  particularly 
hazardous  in  paragraph  (a)  of  this  sec¬ 
tion:  Provided,  however.  That  (i)  the 
apprentice  is  employed  in  a  craft  recog¬ 
nized  as  an  apprenticeable  trade;  (ii) 
the  work  of  the  apprentice  in  the  occu¬ 
pations  declared  particularly  hazardous 
in  paragraph  (a)  of  this  section  is  inci¬ 
dental  to  the  apprentice  training;  such 
work  is  intermittent  for  short  periods 
of  time,  and  such  work  is  under  the  di¬ 
rect  and  close  supervision  of  a  journey¬ 
man  as  a  necessary  part  of  such  appren¬ 
tice  training;  and  (iii)  the  apprentice  is 
registered  by  the  Bureau  of  Apprentice¬ 
ship  and  Training  of  the  United  States 
Department  of  Labor  as  employed  in  ac¬ 
cordance  with  the  standards  established 
by  that  Bureau,  or  is  registered  by  a 
State  agency  as  employed  in  accordance 
with  the  standards  of  the  State  appren¬ 
ticeship  agency  recognized  by  the  Bu¬ 
reau  of  Apprenticeship  and  Training,  or 
is  employed  under  a  written  apprentice¬ 
ship  agreement  under  conditions  which 
are  found  by  the  Secretary  of  Labor  to 
conform  substantially  with  such  Federal 
or  State  standards. 

(3)  The  employment  of  a  student- 
learner  in  the  occupations  declared  par¬ 
ticularly  hazardous  in  paragraph  (a)  of 
this  section:  Provided,  however.  That 
such  a  student-learner  is  enrolled  in  a 
course  of  study  and  training  in  a  co¬ 
operative  vocational  training  program 
under  a  recognized  State  or  local  educa¬ 
tional  authority  or  in  a  course  of  study 
in  a  substantially  similar  program  con¬ 
ducted  by  a  private  school:  Provided, 
further,  That  such  a  student-learner  be 
employed  under  a  written  agreement 
which  shall  provide:  (i)  That  the  work 
of  the  student-learner  in  the  occupa¬ 
tions  declared  particularly  hazardous  in 
paragraph  (a)  of  this  section  shall  be 
incidental  to  his  training,  that  such  work 
shall  be  intermittent  and  for  short 
periods  of  time,  and  that  such  work 
shall  be  under  the  direct  and  close  super¬ 
vision  of  a  qualified  and  experienced 
person;  (ii)  that  safety  instruction  shall 
be  given  by  the  school  and  correlated  by 
the  employer  with  on-the-job  training; 
and  (iii)  that  a  schedule  of  organized 
and  progressive  work  processes  to  be 
performed  on  the  job  shall  have  been 
prepared.  Such  a  written  agreement 
shall  contain  the  name  of  the' student- 
learner,  and  shall  be  signed  by  the  em¬ 
ployer  and  the  school  coordinator  or 
principal.  Copies  of  the  agreement  shall 
be  kept  on  file  by  both  the  school  and 
the  employer.  This  exemption  for  the 
employment  of  student-learners  may  be 
revoked  in  any  individual  situation 
wherein  it  is  found  that  reasonable  pre¬ 
cautions  have  not  been  observed  for  the 
safety  of  minors  employed  thereunder. 

(d)  Higher  standards.  This  section 
shall  not  justify  noncompliance  with  any 
Federal  or  State  law  or  municipal  ordi¬ 
nance  establishing  higher  standards  than 
those  established  in  this  section. 


Tuesday ,  November  27,  1962 
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(Sec.  3(1).  52  Stat.  1061,  as  amended;  29 
U.S.C.  203(1) ) 

Signed  at  Washington,  D.C.,  this  16th 
day  of  November  1962. 

W.  Willard  Wirtz, 
Secretary  of  Labor. 

[F.R.  Doc.  62-11670;  Filed,  Nov.  26,^1962; 
8:46  a.m.] 


Title  32— NATIONAL  DEFENSE 

Chapter  I — Office  of  the  Secretary  of 
,  Defense 

SUBCHAPTER  A — ARMED  SERVICES 
PROCUREMENT  REGULATIONS 

MISCELLANEOUS  AMENDMENTS  TO 
SUBCHAPTER 

The  following  amendments  to  this 
subchapter  are  issued  by  direction  of  the 
Assistant  Secretary  of  Defense  (Installa¬ 
tions  and  Logistics)  pursuant  to  the 
authority  contained  in  Department  of 
Defense  Directive  No.  4105.30,  dated 
March  11,  1959  (24  F.R.  2260),  as 
amended,  and  10  U.S.C  2202,  and  have 
the  concurrence  of  the  military  depart¬ 
ments. 

PART  1— GENERAL  PROVISIONS 

1.  Section  1.101  is  revised;  the  first 
sentence  of  §1.105  is  revised;  and  new 
paragraph  (d)  is  added  to  §  1.111-2,  as 
follows: 

§  1.101  Purpose  of  subchapter. 

This  subchapter,  issued  by  the  Assist¬ 
ant  Secretary  of  Defense  (Installations 
and  Logistics)  by  direction  of  the  Secre¬ 
tary  of  Defense  and  in  coordination 
with  the  Secretaries  of  the  Army,  Navy, 
and  Air  Force  and  the  Director  of  the 
Defense  Supply  Agency,  establishes  for 
the  Department  of  Defense,  uniform 
policies  and  procedures  relating  to  the 
procurement  of  supplies  and  services 
under  the  authority  of  Chapter  137, 
Title  10  of  the  United  States  Code,  or 
under  other  statutory  authority. 

§1.105  Amendment  to  subcliapter. 

This  subchapter  may  be  amended  from 
time  to  time  by  the  issuance  of  “Re¬ 
visions,”  by  the  Assistant  Secretary  of 
Defense  (Installations  and  Logistics) 
after  coordination  with  the  Secretaries 
of  the  Army,  Navy,  and  Air  Force  and 
the  Director  of  the  Defense  Supply 
Agency.  *  *  * 

§  1.111—2  Non-competitive  practices. 
***** 

(d)  The  reports  required  by  this  sec¬ 
tion  do  not  satisfy  the  reporting  require¬ 
ment  contained  in  §  L114. 

2.  Add  new  §  1.114;  revise  §§  1.201, 
1.201-18,  1.201-19,  1.201-20,  and  1.201- 
21;  and  revoke  §  1.201-22,  as  follows: 

§  1.114  Reporting  of  identical  bids. 

(a)  General.  Executive  Order  10936 
dated  April  24,  1961,  as  implemented  by 
the  Department  of  Justice,  requires  a 
report  to  be  submitted  to  the  Attorney 
General  on  each  formally  advertised  pro¬ 
curement  (including  small  business  re- 
«tricted  advertising)  over  $10,000  which 


involves  identical  bids.  Identical  bids 
are  two  or  more  bids  for  the  same  line 
item  which : 

(1)  Are  identical  on  their  face  (re¬ 
gardless  of  evaluation  factors  such  as 
discount,  transportation,  etc.)  either  as 
to  unit  price  or  total  line  item  amount; 
or  f 

(2)  'Are  identical  as  evaluated  either 
as  to  unit  price  or  total  line  item  amount. 

A  line  item  is  an  item  of  supply  or  service 
which  independently  can  be  made  the 
subject  of  an  award  by  the  Government. 
However,  the  reporting  requirements 
herein  established  for  line  items  shall 
be  applicable  to  invitations  calling  for 
line  item  bidding  even  though  the  invita¬ 
tions  or  bids  contained  qualifying  or  re¬ 
strictive  limitations  on  award  (e.g.r  all 
or  none  bids  or  award  on  one  item  being 
conditioned  or.  award  ''f  other  items). 
This  reporting  requirement  is  in  addi¬ 
tion  to  the  reports  required  by  §  1.111-2. 

(b)  Information  to  be  obtained  from 
bidders.  Each  invitation  for  bids  for  a 
procurement  estimated  to  exceed  $10,000 
shall  include  substantially  the  following : 

Parent  Company  and  Employer  Identifica¬ 
tion  Number 

(a)  Bidder  represents  that  he  [  ]  is,  [  J 

is  not,  owned  or  controlled  by  a  parent  com¬ 
pany.  For  this  purpose  a  parent  company  is 
defined  as  one  which  either  owns  or  con¬ 
trols  his  activities  and  basic  business  policies 
of  the  bidder.  To  own  another  company 
means  the  parent  company  must  own  at  least 
a  majority  (more  than  50  percent)  of  the 
voting  rights  in  that  company.  To  control 
another  company  such  ownership  is  not  re¬ 
quired;  if  another  company  is  able  to  formu¬ 
late,  determine  or  veto  basic  business  policy 
decisions  of  the  bidder,  such  other  company 
is  considered  the  parent  of  the  bidder.  This 
control  may  be  exercised  through  the  use 
of  dominant  minority  voting  rights,  use  of 
proxy  voting,  contractual  arrangements,  or 
otherwise. 

(b)  If  the  bidder  is  owned  or  controlled  by 
a  parent  company,  insert  in  the  space  below 
the  name  and  main  office  address  of  the  par¬ 
ent  company. 


Name  „  Address 

(c)  Bidder  will  provide  in  the  applicable 
space  below,  if  he  has  no  parent  company, 
his  own  Employer’s  Identification  Number 
(EJ.  No.)  (Federal  Social  Security  Identi¬ 
fication  Number  used  on  Federal  Tax  Re¬ 
turn)  ,  or,  if  he  has  a  parent  company,  the 
E.  I.  No.  of  his  parent  company. 

Bidder’s  E.  I.  No.  _ _ 

Parent  Company’s  E.  I.  No. _ 

,  If  a  bidder  fails  to  provide  the  above  in¬ 
formation  on  an  invitation  for  bids  and  if 
identical  bids  are  involved,  one  inquiry  will 
be  made  in  an  effort  to  obtain  the  informa¬ 
tion.  Failure  to  provide  information  con¬ 
cerning  the  parent  company  or  the  em¬ 
ployer’s  identification  number  is  not  a  basis 
for  rejection  of  bids. 

(c)  Reportable  bids.  An  identical  bid 
report  shall  be  submitted  when  identical 
bids  are  received  and  the  bid  value  of 
all  line  items  covered  by  the  invitation 
for  bids  exceeds  $10,000  (based  on  the 
apparent  low  bid  for  each  line  item)  ex¬ 
cept  that  reports  will  not  be  submitted 
when: 

(1)  Bids  are  received  only  from  for¬ 
eign  sources  on  invitations  involving  de¬ 
livery  and  performance  outside  the 
United  States,  its  possessions,  or  Puerto 
Rico; 


(2)  There  is  no  line  item  on  which  the 
apparent  low  bids  exceeds  $2,500  (line 
item  evaluation  computations  beyond 
those  normally  made  to  determine  the 
low  bidder  are  not  required) ;  or 

(3)  No  identical  bids  are  discovered  in 
the  normal  process  of  evaluating  bids 
for  award  and  no  identical  bids  are  ap¬ 
parent  on  the  face  of  the  bid. 

(d)  Submission  of  reports.  Identical 
bid  reports  shall  be  submitted  for  all  re¬ 
portable  bids  on  Department  of  Justice 
Form  DJ-1500  (Federal  Stock  No.  7540- 
823-7870) ,  available  from  General  Serv¬ 
ices  Administration  stores  depots.  In¬ 
structions  for  filling  out  this  form  are 
printed  as  the  cover  sheet  of  each  pad 
of  these  forms.  Reports  shall  be  made 
within  20  days  following  the  disposition 
of  all  of  one  or  more  contracts  or  other 
action.  Two  completed  copies  of  the  re¬ 
port,  a  copy  of  the  invitation  for  bids 
and  a  copy  of  the  completed  abstract  of 
bids  shall  be  sent  to  the  Attorney  Gen¬ 
eral,  Ref:  AT-IBR,  Washington  25,  D.C. 
The  abstract  of  bids  need  not  be  fur¬ 
nished  when  the  number  of  line  items  on 
an  invitation  exceeds  100;  in  which 
event,  the  identical  bid  report  shall  be 
annotated  to  indicate  (1)  the  number  of 
line  items  and  (2)  the  number  of  bidders 
on  the  invitation.  A  copy  of  the  identi¬ 
cal  bid  report  shall  be  retained  by  the 
purchasing  activity. 

(e)  Completion  of  reports.  All  bids 
for  each  line  item  on  which  reportable 
identical  bids  have  been  disclosed  shall 
be  reported  regardless  of  whether  the 
identical  bids  were  the  low  bids.  Re¬ 
ports  are  required  on  reportable  identical 
bids  regardless  of  whether  an  award  is 
made  on  the  line  item,  the  invitation  is 
canceled,  or  any  other  disposition  is 
made  subsequent  to  the  public  opening  of 
the  invitation. 

§  1.201  Definitions. 

As  used  throughout  this  subchapter, 
the  words  and  terms  defined  in  this  sub¬ 
part  shall  have  the  meanings  set  forth 
in  this  subpart,  unless  (a)  the  context 
in  which  they  are  used  clearly  required 
a  different  meaning,  or  (b)  a  different 
definition  is  prescribed  for  a  particular 
part  or  portion  thereof. 

§  1.201—18  Supplemental  agreement. 

Supplemental  agreement  means  any 
contract  modification  which  is  accom¬ 
plished  by  the  mutual  action  of  the 
parties. 

§  1.201—19  Supplies. 

Supplies  means  all  property  except 
land  or  interests  in  land.  It  includes 
public  works,  buildings,  and  facilities; 
ships,  floating  equipment,  and  vessels  of 
every  character,  type,  and  description, 
together  with  parts  and  accessories 
thereto;  aircraft  and  aircraft  parts,  ac¬ 
cessories,  and  equipment,  machine  tools; 
and  the  alteration  or  installation  of  any 
of  the  foregoing.  “Supplies”  as  used  in 
this  subchapter  is  synonymous  with 
“property”  as  described  in  10  U.S.C. 
2303(b). 

§  1.201-20  United  States. 

United  States  when  used  in  a  geo¬ 
graphic  sense,  means  the  States  and  the 
District  of  Columbia. 
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§  1.201—21  Construction. 

Construction  means  construction,  al¬ 
teration,  or  repair  (including  dredging, 
excavating,  and  painting)  of  buildings, 
structures,  or  other  real  property.  For 
purposes  of  this  definition,  the  terms 
“buildings,  structures,  or  other  real 
property”  include,  but  are  not  limited  to, 
buildings,  structures,  and  improvements 
of  all  types  such  as  bridges,  dams,  plants, 
highways,  parkways,  streets,  subways, 
tunnels,  sewers,  mains,  power  lines, 
pumping  stations,  railways,  airport  fa¬ 
cilities,  terminals,  docks,  piers,  wharves, 
ways,  lighthouses,  buoys,  jetties,  break¬ 
waters,  levees,  canals,  and  channels. 

§  1.201—22  Construction.  [Revoked] 

3.  Revise  §  1.302;  in  §  1.302-3 (a),  re¬ 
vise  last  sentence  and  add  new  sen¬ 
tence;  and  revise  §  1.303,  as  follows: 

§  1.302  Sources  of  supplies  and  serv¬ 
ices. 

§  1.302—3  Production  and  Research  and 
Development  Pools. 

(a)  Description.  *  *  * 

Pool  participants  are  exempt  from  the 
“manufacturer  or  regular  dealer”  re¬ 
quirement  of  the  Walsh-Healey  Public 
Contracts  Act.  (See  Subpart  F,  Part 
12  of  this  chapter) 

*  *  *  *  * 

§  1.303  Exchange  of  purchase  informa¬ 
tion. 

(a)  Where  the  same  item  or  class  of 
items  is  being  purchased  by  more  than 
one  Department,  or  by  more  than  one 
procuring  activity  within  a  Department, 
the  exchange  and  coordination  of  per¬ 
tinent  information,  particularly  cost  and 
pricing  data,  between  these  Departments 
or  procuring  activities  is  necessary  to 
promote  uniformity  of  treatment  of 
major  issues  and  the  resolution  of  par¬ 
ticularly  difficult  or  controversial  issues. 
Such  exchange  and  coordination  of  in¬ 
formation  is  particularly  beneficial  dur¬ 
ing  the  period  of  procurement  planning, 
presolicitation,  evaluation,  and  pre¬ 
award  survey. 

(b)  Where  substantial  purchases  of 
major  items  are  involved  or  where  the 
purchasing  activity  deems  it  desirable, 
it  shall  request  appropriate  information 
(on  both  the  end  item  and  on  major  sub¬ 
contracted  components)  from  other  pur¬ 
chasing  activities  responsible  for  buying 
similar  items.  Each  activity  receiving 
such  requests  sh$ll  furnish  the  informa¬ 
tion  requested.  The  contracting  officer, 
early  in  a  negotiation  of  a  contract,  or 
in  connection  with  the  review  of  a  sub¬ 
contract,  shall  request  the  contractor 
to  furnish  information  as  to  the  con¬ 
tractor’s  or  subcontractor’s  previous 
Government  contracts  and  subcontracts 
for  the  same  or  similar  end  items  and 
major  subcontractor  components. 

4.  In  §  1.308,  revise  paragraphs  (b)  (2) 
and  (7)  and  (c) ,  and  add  new  paragraph 
(d) ;  add  new  paragraph  (b)  to  §  1.314; 
and  add  new  §  1.318,  as  follows: 

§  1.308  Records  of  contract  actions. 

•  *  •  *  * 

(b)  Each  contract  file  shall  include 
the  following  data,  if  applicable: 


(2)  On  negotiated  procurement,  the 
original  or  a  copy  of  the  Determination 
and  Findings  and  any  request  for  au¬ 
thority  to  negotiate; 

*  *  •  •  * 

(7)  One  copy  of  each  signed  bid  or 
proposal  received,  together  with  an  ab¬ 
stract  of  bids  or  proposals  received  (With 
respect  to  formally  advertised  procure¬ 
ments,  unsuccessful  bids  may  be  re¬ 
moved  and  destroyed  either  after  one 
year  from  date  of  award  of  the  contract 
or  after  final  payment  has  been  made, 
whichever  occurs  later.  However,  in  no 
event  will  such  bids  be  destroyed  prior 
to  final  resolution  of  any  protest  or  com¬ 
plaint  submitted  by  an  unsuccessful  bid¬ 
der.  Furthermore,  when  the  contracting 
officer  determines  that  technical  data 
contained  in  an  unsuccessful  bid  are  of 
sufficient  value  to  the  Government  or 
could  be  reasonably  considered  of  value 
to  the  Government  in  the  future,  such 
bid  shall  be  retained.) ; 

*  *  ♦  *  * 

(c)  Complete  record  of  all  negotiated 
contract  actions,  including  unsuccessful 
proposals,  shall  be  preserved  in  the 
cognizant  procuring  activity  or  in  the 
Department  concerned  for  a  period  of 
six  years  following  final  payment  on  each 
contract. 

(d)  This  section  does  not  apply  in 
the  case  of  small  purchases  (see  §  3.609 
of  this  chapter) . 

§  1.314  Contracting  Officer’s  decision 
under  the  disputes  clause. 

*  *  *  *  * 

(b)  After  an  appeal  has  been  filed, 
contracting  agencies  are  not  precluded 
from  further  seeking  agreement  as  to 
disposition  of  the  controversy.  How¬ 
ever,  such  efforts  to  dispose  of  a  con¬ 
troversy  shall  not  be  conducted  pursuant 
to  formal  board  actions  or  hearings,  and 
shall  not  result  in  suspension  of  process¬ 
ing  of  an  appeal,  except  as  ordered  or 
authorized  by  the  Armed  Services  Board 
of  Contract  Appeals. 

§  1.318  Contracts  conditioned  upon  the 
availability  of  funds. 

(a)  In  order  to  effectuate  procure¬ 
ments  promptly  upon  the  beginning  of 
a  new  fiscal  year,  it  may  at  times  be 
necessary  to  initiate  a  procurement 
properly  chargeable  to  funds  of  the  new 
fiscal  year  prior  to  the  availability  of 
such  funds.  In  such  instances,  the  fol¬ 
lowing  clause  shall  be  included  in  the  in¬ 
vitation  for  bids  or  other  solicitation  and 
the  resultant  contract: 

Availability  of  Funds 

Funds  are  not  presently  available  for  this 
procurement.  The  Government’s  obligation 
hereunder  is  contingent  upon  the  avail¬ 
ability  of  appropriated  funds  from  which 
payment  for  the  contract  purposes  can  be 
made.  No  legal  liability  on  the  part  of  the 
Government  for  payment  of  any  money 
shall  arise  unless  and  until  funds  are  made 
available  to*the  Contracting  Officer  for  this 
procurement  and  notice  of  such  availability, 
to  be  confirmed  in  writing  by  the  Contract¬ 
ing  Officer,  is  given  to  the  Contractor. 

(b)  The  authority  set  forth  in  para¬ 
graph  (a)  of  this  section  shall  be  used 


only  for  operation  and  maintenance  and 
continuing  services  (such  as  rentals, 
utilities,  and  items  of  supply  which  are 
not  financed  by  stock  funds)  which  are 
necessary  for  normal  operation  and  for 
which  the  Congress  consistently  appro¬ 
priates  funds.  When  this  authority  is 
used,  the  supplies  or  services  shall  not  be 
accepted  by  the  Government  until  funds 
are  available  to  the  contracting  officer 
for  the  procurement  and  until  the  con¬ 
tracting  officer  has  given  notice  to  the 
contractor  (to  be  confirmed  in  writing) 
of  such  availability.  Appropriate  rec¬ 
ords  will  be  maintained  to  insure  ade¬ 
quate  administrative  control  of  funds. 

5.  Section  1.500  is  revised;  in 
§  1.603(a),  the  material  under  the  head¬ 
ings  “Type  B”  and  “Type  D”  is  revised; 
and  §  1.609-4  is  revised,  as  follows: 

§  1.500  Scope  of  subpart. 

This  subpart  sets  forth  the  procedures 
to  be  followed  and  prescribes  the  form 
to  be  used  for  obtaining  information  con¬ 
cerning  contingent  or  other  fees  paid  by 
contractors  for  soliciting  or  securing 
contracts  from  the  Department  of  De¬ 
fense,  including  the  Departments  of  the 
Army,  the  Navy,  the  Air  Force,  and  the 
Defense  Supply  Agency. 

§  1.603  Grounds  for  listing  and  treat¬ 
ment  to  be  accorded  listed  concerns. 

(a)  *  *  * 

Type  B  includes  concerns  which  the  Secre¬ 
tary  of  Labor  has  determined  to  be  ineligible 
because  they  do  not  qualify  as  “manufactur¬ 
ers”  or  “regular  dealers”  within  the  meaning 
of  section  1(a)  of  the  Walsh-Healey  Public 
Contracts  Act  (41  U.S.C.  35(a) ) .  Under  that 
Act,  procurement  contracts  in  excess  of 
$10,000  shall  not  be  awarded  to  concerns 
under  Type  B  listings  for  those  materials, 
articles,  or  equipment  with  respect  to  which 
the  concern  has  been  found  to  be  ineligible. 
However,  contracts  in  any  amount  may  be 
awarded,  and  bids  or  proposals  may  be 
solicited,  for  commodities  with  respect  to 
which  the  concern  has  not  been  declared 
ineligible.  In  connection  with  ineligibility 
under  the  Walsh-Healey  Act  (Type  B  listing 
only) ,  the  name  of  an  individual  may  be 
listed  as  affiliated  with  an  ineligible  firm. 
This  listing  is  Intended  only  to  prevent  such 
individuals  from  evading  ineligibility  merely 
by  changing  their  business  names  and  ad¬ 
dresses.  It  does  not  prohibit  other  firms  in 
which  such  individuals  have  an  interest,  and 
which  are  qualified  manufacturers  or  regular 
dealers  from  receiving  contracts  subject  to 
the  Walsh-Healey  Public  Contracts  Act. 

♦  *  *  *  * 

Type  D  includes  concerns  which  the  ap¬ 
propriate  Secretary  or  his  representative  has 
determined  to  suspend  under  the  conditions 
set  forth  in  §  1.605.  Concerns  under  Type  D 
•  listings  shall  not  be  awarded  contracts,  nor 
solicited  for  bids  or  proposals,  except  where 
the  Secretary  concerned  or  his  representa¬ 
tive  determines  it  to  be  in  the  best  interest 
of  the  Government  to  make  exception  for  a 
particular  procurement,  or  where  the  listing 
indicates  that  the  suspension  does  not  apply 
to  sales  contracts  or  procurement  contracts 
(see  §  1.606).  Authority  to  permit  excep¬ 
tions  in  keeping  with  the  foregoing  has  been 
given  to  the  Assistant  Judge  Advocate  Gen-  / 
eral  for  the  Army;  the  Chief  of  Naval  Ma¬ 
terial  for  the  Navy;  the  Deputy  Chief  of 
Staff,  Systems  and  Logistics,  for  the  Air 
Force;  and  the  Counsel,  for  the  Defense 
Supply  Agency: 
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§  1.609—4  Maintenance  and  distribution 

of  lists. 

The  lists  shall  be  kept  current  by  issu¬ 
ance  of  notices  of  additions  or  deletions 
and  by  periodic  reprinting.  Copies  of 
the  lists  shall  be  distributed  to  contract¬ 
ing  officers  as  the  unified  commanders 
and  their  component  commanders  di¬ 
rect.  CINCEUR,  CINCPAC,  and  CIN- 
CARIB  will  exchange  lists  directly. 
Copies  will  also  be  furnished  to  the  As¬ 
sistant  Secretary  of  Defense  (Installa¬ 
tions  and  Logistics) ;  the  Assistant  Sec¬ 
retary  of  Defense  (International  Secu¬ 
rity  Affairs) ;  the  Assistant  Secretary  of 
the  Army  (Installations  and  Logistics) 
(Assistant  Judge  Advocate  General) ; 
the  Chief  of  Naval  Material  (Code  M 
22 ) ;  Commander,  Air  Force  Logistics 
Command;  and  the  Counsel,  Defense 
Supply  Agency. 

6.  Sections  1.610(b),  1.701-1  (a), 

1.701-2,  1.701-3,  1.701-4,  1.704-2  and 
1.706-5  (c)  are  revised  to  read  as  follows: 

§  1.610  Use  of  overseas  lists  within 

United  States. 

***** 

(b)  When  a  contracting  officer  be¬ 
comes  aware  that  a  prospective  contrac¬ 
tor  proposes  to  furnish  products  of  a 
concern  that  has  been  placed  on  an  over¬ 
seas  list  in  accordance  with  §  1.609-6 
(a),  (b),  (c),  or  (d),  the  matter  shall, 
in  accordance  with  Departmental  proce¬ 
dures,  be  referred  to  the  Assistant  Sec¬ 
retary  of  Defense  (ISA)  for  advice.  In 
the  Army,  referral  will  be  through  the 
Assistant  Secretary  of  the  Army  (Instal¬ 
lations  and  Logistics)  (Assistant  Judge 
Advocate  General)  with  an  information 
copy  of  the  Deputy  Chief  of  Staff  for 
Logistics,  Attn:  Chief,  Contracts  Divi¬ 
sion;  in  the  Navy,  through  the  Office  of 
Naval  Material,  Code  M-30;  in  the  Air 
Force,  through  Headquarters  USAF 
AFSPM-PO;  in  the  Defense  Supply 
Agency,  to  the  Counsel  with  an  infor¬ 
mation  copy  to  the  Executive  Director, 
Procurement  and  Production. 

§1.701—1  Small  Business  Concern. 

(a)(1)  General  definition.  Except  as 
provided  in  subparagraph  (2)  of  this 
paragraph,  a  small  business  concern  is 
a  concern  that  is  (i)  independently 
owned  and  operated,  is  not  dominant  in 
the  field  of  operation  in  which  it  is  bid¬ 
ding  on  Government  contracts,  and, 
with  its  affiliates,  employs  not  more  than 
500  employees,  or  (ii)  is  certified  as  a 
small  business  concern  by  SBA.  (“Con¬ 
cern”  means  any  business  entity  organ¬ 
ized  for  profit  with  a  place  of  business 
located  in  the  United  States,  its  posses¬ 
sions  and  Puerto  Rico,  including,  but  not 
limited  to  an  individual,  partnership, 
corporation,  joint  venture,  association, 
or  cooperative.) 

(2)  Special  industry  definitions.  Un¬ 
less  certified  as  a  small  business  concern 
by  SBA,  in  addition  to  being  independ¬ 
ently  owned  and  operated,  and  not  dom¬ 
inant  in  the  field  of  operation  in  which 
it  is  bidding  on  Government  contracts,  a 
small  business  concern  in  order  to  qual¬ 
ify  as  such  must  meet  special  criteria  in 
the  following  industries: 

>  (i)  Construction  industry.  In  the 

construction  industry,  the  average  an¬ 


nual  receipts  of  the  concern  and  its  affil¬ 
iates  for  the  preceding  three  fiscal  years 
must  not  exceed  $7,500,000  except  that  if 
the  concern  is  located  in  Alaska,  such 
receipts  must  not  exceed  $9,375,000. 
(“Annual  receipts”  means  the  annual  re¬ 
ceipts  less  returns  and  allowances  of  a 
concern  and  its  affiliates.) 

(ii)  Hydraulic  dredging  contracts.  In 
the  hydraulic  dredging  industry,  the 
average  annual  receipts  of  the  concern 
and  its  affiliates  for  the  preceding  three 
fiscal  years  must  not  exceed  $5,000,000 
except  that  if  the  concern  is  located  in 
Alaska,  such  receipts  must  not  exceed 
$6,250,000.  (“Annual  receipts”  means 
the  annual  receipts  less  returns  and  al¬ 
lowances  of  a  concern  and  its  affiliates.) 

(iii)  Food,  canning,  and  preserving  in¬ 
dustry.  In  the  food,  canning  and  pre¬ 
serving  industry,  the  concern  and  its 
affiliates  must  employ  not  more  than  500 
employees  exclusive  of  “agricultural 
labor”  as  defined  in  26  U.S.C.  3306 (k) . 

(iv)  Trucking,  warehousing,  packing, 
and  crating  industry.  In  the  trucking, 
warehousing,  packing  and  crating  indus¬ 
try,  the  annual  receipts  of  the  concern 
and  its  affiliates  must  be  $3,000,000  or 
less;  except  that  if  the  concern  is  lo¬ 
cated  in  Alaska,  such  receipts  must  be 
$3,750,000  or  less.  No  such  concern, 
however,  will  be  denied  small  business 
status  for  the  purpose  of  Government 
procurement  solely  because  of  its  rela¬ 
tionship  with  an  interstate  van  line,  if 
(a)  the  concern’s  annual  receipts  have 
not  exceeded  $3,000,000  during  its  most 
recently  completed  fiscal  year  ($3,750,000 
if  located  in  Alaska),  and  (b)  not  more 
than  fifty  percent  (50%)  of  such  annual 
receipts  are  directly  attributable  to  the 
concern’s  relationship  with  an  interstate 
van  line. 

(v)  Certain  industries  employing  not 
more  than  1,000  employees.  In  the  fol¬ 
lowing  industries  the  number  of  employ¬ 
ees  of  the  concern  and  its  affiliates  must 
not  exceed  1,000  employees: 

(a)  Aircraft  equipment  and  parts  in¬ 
dustry.  This  special  definition  for  the 
aircraft  equipment  and  parts  industry 
applies  only  in  the  procurement  of  the 
following  items,  except  that  this  sub¬ 
division  shall  not  be  applicable  to  the 
size  classification  of  subcontractors  as 
provided  for  in  paragraph  (b)  of  the 
Small  Business  Subcontracting  Program 
Clause  (see  §  1.' 707-3  (b) )  until  January 
2,  1963: 

Airframes  and  structural  components. 

Aircraft  propellers  and  hubs. 

Wheel  and  brake  systems. 

Jet  engines. 

Fuel  tanks. 

Aircraft  hydraulic  systems. 

Aircraft  vacuum  systems. 

Aircraft  air-conditioning. 

Heating  and  pressurizing  equipment. 

Fire  control  systems. 

Flight  instruments. 

Flight  simulators  (except  small  cockpit 

trainers) . 

Aircraft  deicing  systems. 

(b)  Petroleum  refining  industry.  This 
special  definition  for  the  petroleum  re¬ 
fining  industry,  excepting  procurement 
of  lubricants  and  miscellaneous  petrol¬ 
eum  products,  applies  to  a  concern  and 
its  affiliates  which  have  a  capacity  of  not 
more  than  30,000  barrels  per  day  crude 


oil  capacity  from  owned  or  leased  facili¬ 
ties.  (“Crude  oil  capacity”  means  the 
maximum  daily  average  crude  through¬ 
put  of  a  refinery  in  complete  operation, 
with  allowance  for  necessary  shutdown 
time  for  routine  maintenance,  repairs, 
etc.  It  approximates  the  maximum  daily 
average  crude  runs  to  stills  that  can  be 
maintained  for  an  extended  period.) 

(c)  Air  transportation  industry. 

( d )  Rubber  footwear  industry. 

(e)  Tire  and  inner  tube  industry . 

if)  Small  arms  industry.  This  special 
definition  for  the  small  arms  industry 
applies  to  the  procurement  of  small  fire¬ 
arms  having  a  bore  of  30-mm  (or  1.18 
inches)  and  below. 

(gf)  Small  arms  ammunition.  This 
special  definition  applies  to  the  procure¬ 
ment  of  ammunition  for  small  arms  hav¬ 
ing  a  bore  of  30-mm  (or  1.18  inches)  and 
below. 

•  *  •  •  * 

§  1.701—2  Established  supplier. 

An  “established  supplier”  of  an  item 
is  a  concern  which  has  supplied  the  items 
satisfactorily  to  one  or  more  Military 
Departments,  or  a  concern  with  which 
mobilization  planning  is  in  effect. 

§  1.701—3  Potential  supplier. 

A  “potential  supplier”  of  an  item  is  a 
concern  which  is  a  source  of  supplies, 
but,  which  is  not  an  established  supplier. 

§  1.701-4  Regular  dealer  (nonmanu¬ 
facturer)  as  small  business  concern. 

One  who  submits  bids  or  offers  in  his 
own  name,  but  who  proposes  to  furnish 
a  product  not  manufactured  by  himself, 
shall  be  deemed  to  be  a  small  business 
concern  only  if  (a)  he  is  a  small  business 
concern  within  the  meaning  of  §  1.701-1, 
and  (b)  in  the  case  of  a  procurement 
set  aside  for  small  business  (see  §  1.706) 
or  involving  equal  low  bids  (see  §  2.407-6 
of  this  chapter) ,  or  otherwise  involving 
the  preferential  treatment  of  small  busi¬ 
ness,  he  agrees  to  furnish  in  the  per¬ 
formance  of  the  contract  end  items 
manufactured  or  produced  in  the  United 
States,  its  possessions,  or  Puerto  Rico, 
by  small  business  concerns;  provided, 
that  this  section  does  not  apply  to  con¬ 
struction  or  services,  and  provided  fur¬ 
ther  that  this  section  shall  not  be  ap¬ 
plicable  to  the  size  classification  of  sub¬ 
contractors  as  provided  for  in  paragraph 
(b)  of  the  Small  Business  Subcontract¬ 
ing  Program  Clause  (see  §  1.707-3<b)) 
until  2  January  1963.  However,  if  the 
goods  to  be  furnished  are  wool,  worsted, 
knitwear,  duck,  webbing,  and  thread 
(spinning  and  finishing),  nonmanufac¬ 
turers  (dealers  and  converters)  shall 
furnish  such  products  which  have  been 
manufactured  or  produced  by  a  small 
weaver  (small  knitter  for  knitwear)  and, 
if  finishing  is  required,  by  a  small 
finisher. 

§  1.701—2  Departmental  Small  Business 
Advisors. 

Each  military  department  shall  main¬ 
tain  an  Office  of  Small  Business  for  the 
Department.  The  Chief  of  each  Office 
of  Small  Business  shall  devote  his  efforts 
primarily  to  small  business  matters.  He 
advises  the  Secretary  on  small  business 
matters  and  is  responsible  for  imple- 
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menting  the  Department  of  Defense 
Small  Business  Program  within  his  de¬ 
partment  and  for  representing  his  de¬ 
partment  in  negotiations  with  other 
military  departments  or  Governmental 
agencies  on  small  business  matters. 

§  1.706-5  Total  set-asides. 

*  *  •  *  * 

(c)  In  procurements  involving  total 
set-asides  for  small  business,  each  In¬ 
vitation  for  Bids  or  Request  for  Pro¬ 
posals  shall  contain  substantially  the  fol¬ 
lowing  notice: 

Notice  of  Total  Small  Business  Set-Aside 
(Oct.  1962) 

(a)  Restriction.  Bids  or  proposals  under 
this  procurement  are  solicited  from  small 
business  concerns  only  and  this  procurement 
is  to  be  awarded  only  to  one  or  more  small 
business  concerns.  This  action  is  based  on 
a  determination  by  the  contracting  officer, 
alone  or  in  conjunction  with  a  representative 
of  the  Small  Business  Administration,  that 
it  is  in  the  Interest  of  maintaining  or  mobi¬ 
lizing  the  Nation’s  full  productive  capacity, 
in  the  interest  of  war  or  national  defense 
programs,  or  in  the  interest  of  assuring  that 
a  fair  production  of  Government  procure¬ 
ment  is  placed  with  small  business  concerns. 
Bids  or  proposals  received  from  firms  which 
are  not  small  business  concerns  shall  be 
considered  nonresponsive  and  shall  be 
rejected. 

(b)  Definition.  A  “small  business  con¬ 
cern’*  is  a  concern  that  (1)  is  certified  as  a 
small  business  concern  by  the  Small  Business 
Administration,  or  (li)  Is  independently 
owned  and  operated,  is  not  dominant  in  the 
field  of  operation  in  which  it  is  bidding  on 
Government  contracts  and  with  its  affiliates, 
employs  not  more  than  500  employees.  In 
addition  to  meeting  these  criteria,  a  manu¬ 
facturer  or  regular  dealer  submitting  bids  or 
proposals  in  his  own  name  must  agree  to 
furnish  in  the  performance  of  the  contract 
end  items  manufactured  or  produced  in  the 
United  States,  its  possessions,  or  Puerto 
Rico  by  small  business  concerns;  provided, 
that  this  additional  requirement  does  not 
apply  in  connection  with  construction  or 
service  contracts. 

Where  the  definition  of  a  small  business 
concern  for  a  given  industry,  as  prescribed 
by  the  Small  Business  Administration  and 
promulgated  within  the  Department  of  De¬ 
fense,  differs  from  that  set  forth  in  the 
notice  above,  the  notice  shall  be  appropriate¬ 
ly  modified  to  reflect  such  definition.  For 
construction  contracts,  paragraph  (b)  of 
the  foregoing  notice  should  be  deleted  and 
the  following  substituted  therefor: 

A  “small  business  concern”  is  a  concern 
that: 

(i)  Is  independently  owned  and  operated; 

(ii)  Is  not  dominant  in  the  field  of  opera¬ 
tion  in  which  it  is  bidding  on  Government 
contracts;  and 

(iii)  The  average  annual  receipts  of  the 
concern  and  its  affiliates  for  the  preceding 
three  fiscal  years  do  not  exceed  $7,500,000,  or 
if  the  concern  is  located  in  Alaska  do  not 
exceed  $9,375,000. 

7.  In  §  1.706-6,  as  to  paragraph  (c), 
revise  the  clause  heading  and  clause 
paragraph  (b)(1);  as  to  paragraph  (d) , 
revise  the  clause  heading  and  clause 
paragraph  (d)  (1) ,  as  follows: 

§  1.706—6  Partial  set-asides. 

•  •  *  •  • 

(C)  *  *  * 
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Notice  of  Partial  Small  Business  Set-Aside 
(Oct.  1962) 

***** 

(b)  Definitions.  (1)  A  “small  business 
concern”  is  a  concern  that  (i)  is  certified  as 
a  small  business  concern  by  the  Small  Busi¬ 
ness  Administration,  or  (ii)  is  independently 
owned  and  operated,  is  not  dominant  in  the 
field  of  operation  in  which  it  is  bidding  on 
Government  contracts,  and  with  its  affiliates, 
employs  not  more  than  500  employees.  In 
addition  to  meeting  these  criteria,  a  manu¬ 
facturer  or  regular  dealer  submitting  bids  or 
proposals  in  his  own  name  must  agree  to 
furnish  in  the  performance  of  the  contract 
end  items  manufactured  or  produced  in  the 
United  States,  its  possessions,  or  Puerto 
Rico,  by  small  business  concerns;  provided, 
that  this  additional  requirement  does  not 
apply  in  connection  with  construction  or 
service  contracts. 

***** 

(d)  •  *  * 

Notice  of  Partial  Small  Business  Set-Aside 
(Oct.  1962) 

***** 

(d)  Definitions. 

(1)  A  “Small  business  concern”  is  a  con¬ 
cern  that  (i)  is  certified  as  a  small  business 
concern  by  the  Small  Business  Administra¬ 
tion,  or  (11)  Is  Independently  owned  and 
operated,  Is  not  dominant  In  its  field  of 
operation  and,  with  It  affiliates,  employs  not 
more  than  500  employees.  In  addition  to 
meeting  these  criteria,  a  manufacturer  or 
regular  dealer  submitting  bids  or  proposals 
in  his  own  name  must  agree  to  furnish  in  the 
performance  of  the  contract  end  Items 
manufactured  or  produced  In  the  United 
States,  its  possessions,  or  Puerto  Rico,  by 
small  business  concerns;  provided,  that  this 
additional  requirement  does  not  apply  In 
connection  with  construction  or  service 
contracts. 

***** 

8.  In  §  1.804-2  as  to  paragraph  (b), 
revise  clause  heading  and  clause  para¬ 
graph  (b)(3);  as  to  paragraph  (c),  re¬ 
vise  clause  heading  and  clause  paragraph 

(d)(3): 

§  1.804—2  Set-aside  procedures. 

***** 

(b)  *  *  * 

Notice  of  Labor  Surplus  Area  Set-Aside 
(Oct.  1962) 

(b)  Definitions. 

***** 

(3)  A  "small  business  concern”  is  a  con¬ 
cern  that  (i)  is  certified  as  a  smaU  business 
concern  by  the  Small  Business  Administra¬ 
tion,  or  (ii)  is  independently  owned  and 
operated,  is  not  dominant  in  its  field  of  op¬ 
eration  and,  with  its  affiliates,  employs  not 
more  than  500  employees.  In  addition  to 
meeting  these  criteria,  a  manufacturer  or 
regular  dealer  submitting  bids  or  proposals 
in  his  own  name  must  agree  to  furnish  in  the 
performance  of  the  contract  end  items  manu¬ 
factured  or  produced  in  the  United  States, 
its  possessions,  or  Puerto  Rico,  by  small  busi¬ 
ness  concerns;  provided,  that  this  additional 
requirement  does  not  apply  in  connection 
with  construction  or  service  contracts. 

*  *  *  *  * 

(C)  *  *  * 

Notice  of  Labor  Surplus  Area  Set-Aside 
(Oct.  1962) 

(d)  Definitions. 

*  *  *  •  *  * 

(3)  A  “small  business  concern”  is  a  con¬ 
cern  that  (i)  is  certified  as  a  small  business 


concern  by  the  Small  Business  Administra¬ 
tion,  or  (ii)  is  independently  owned  and 
operated,  is  not  dominant  in  its  field  of  op¬ 
eration  and,  with  its  affiliates,  employs  not 
more  than  500  employees.  In  addition  to 
meeting  these  criteria,  a  manufacturer  or 
regular  dealer  submitting  bids  or  proposals 
in  his  own  name  must  agree  to  furnish  in  the 
performance  of  the  contract  end  items  manu¬ 
factured  or  produced  in  the  United  States,  its 
possessions,  or  Puerto  Rico,  by  small  business 
concerns;  provided,  that  this  additional  re¬ 
quirement  does  not  apply  in  connection 
with  construction  or  service  contracts. 

*  ♦  *  *  * 

9.  Sections  1.903-1,  1.1002,  and  1.1103 
are  revised  and  new  Subpart  P  is  added, 
as  follows: 

§  1.903—1  General  standards. 

Except  as  otherwise  provided  in 
§§  1.903  to  1.903-4,  a  prospective  con¬ 
tractor  must: 

(a)  Have  adequate  financial  resources, 
or  the  ability  to  obtain  such  resources  as 
required  during  performance  of  the  con¬ 
tract  (see  Defense  Contract  Financing 
Regulations,  Subpart  B,  Part  163  of  this 
chapter,  and  any  amendments  thereto; 
see  also  §§  1.903-3  and  1.905-2;  and 
for  SBA  certificates  of  competency, 

§  1.705-6); 

(b)  Be  able  to  comply  with  the  re¬ 
quired  or  proposed  delivery  or  perform¬ 
ance  schedule,  taking  into  consideration 
all  existing  business  commitments,  com¬ 
mercial  as  well  as  governmental  (for  SBA 
certificates  of  competency,  see  §  1.705-6) ; 

^(c)  Have  a  satisfactory  record  of  per¬ 
formance  (Contractors  who  are  seriously 
delinquent  in  current  contract  perform¬ 
ance,  when  the  number  of  contracts  and 
the  extent  of  delinquencies  of  each  are 
considered,  shall,  in  the  absence  of  evi¬ 
dence  to  the  contrary  or  circumstances 
properly  beyond  the  control  of  the  con¬ 
tractor,  be  presumed  to  be  unable  to  ful¬ 
fill  this  requirement;  see  §§  1.905-2  and 
1.905-4(d) ) . 

(d)  Have  a  satisfactory  record  of  in¬ 
tegrity  : 

(e)  Appear  to  be  able  to  conform  to 
the  requirements  of  the  standard  non¬ 
discrimination  clause  (see  §  12.802  of  this 
chapter) ;  and 

(f)  Be  otherwise  qualified  and  eligible 
to  receive  an  award  under  applicable 
laws  and  regulations;  e.g.,  Subpart  F, 
Part  12  of  this  chapter. 

§  1.1002  Availability  of  invitations  for 
bids  and  requests  for  proposals. 

(a)  A  reasonable  number  of  copies  of 
invitations  for  bids  and  requests  for  pro¬ 
posals  required  to  be  publicized  in  the 
Commerce  Business  Daily,  including 
specifications  and  other  pertinent  infor¬ 
mation,  shall  be  maintained  by  the 
issuing  office.  To  the  extent  that  un¬ 
classified  invitations  for  bids  and  re¬ 
quests  for  proposals  are  available,  they . 
shall  be  provided  at  the  purchasing  office 
to  manufacturers,  construction  contrac¬ 
tors,  and  regular  dealers  and  to  others 
having  a  legitimate  interest  therein,  such 
as  publishers,  trade  associations,  pro¬ 
curement  information  services  and 
others  who  disseminate  information  con¬ 
cerning  invitations  for  bids  and  requests 
for  proposals;  otherwise  the  purchasing 
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office  may  limit  the  availability  of  invi¬ 
tations  for  bids  and  requests  for  pro¬ 
posals  to  perusal  at  such  office.  Where 
a  solicitation  for  proposals  has  been 
limited  as  a  result  of  a  determination 
that  only  a  specified  firm  or  firms  possess 
the  capability  to  meet  the  requirements 
of  a  procurement,  unclassified  requests 
for  proposals  will  be  provided  upon  re¬ 
quest  to  firms  not  solicited,  but  only  after 
advice  has  been  given  to  the  firm  making 
the  request  as  to  the  reasons  for  the 
limited  solicitation  and  the  unlikelihood 
of  any  other  firm  being  able  to  qualify 
for  a  contract  award  under  the  circum¬ 
stances. 

(b)  A  copy  of  each  unclassified  request 
for  proposals  (including  letter  solicita¬ 
tions)  issued  in  the  United  States  re¬ 
quired  to  be  publicized  in  the  Commerce 
Business  Daily,  a  copy  of  each  unclassi¬ 
fied  invitation  for  bids  issued  in  the 
United  States,  and  a  copy  of  every 
amendment  to  each  such  request  for  pro¬ 
posals  or  invitation  for  bids,  shall  be 
sent  directly,  on  the  date  issued,  to  the 
Procurement  Advisory  Center,  Small 
Business  Administration,  811  Vermont 
Avenue,  NW.,  Washington  25,  D.C.  This 
Center  is  maintained  to  provide  infor¬ 
mation  to  all  persons  having  an  interest 
in  Government  procurement  oppor¬ 
tunities. 

§  1.1103  Justification  for  inclusion  of 
qualification  requirements. 

Subject  to  approval  by:  in  the  case  of 
the  Army,  the  Office  of  the  Deputy  Chief 
of  Staff,  Logistics;  in  the  Navy,  the  Office 
of  Naval  Material;  and  in  the  Air  Force, 
the  Directorate  of  Systems  Services 
(AFSSV)  Headquarters,  USAF;  and  in 
the  Defense  Supply  Agency,  the  Execu¬ 
tive  Director,  Procurement  and  Produc¬ 
tion;  a  qualification  requirement  may 
be  included  in  a  specification  when  one 
or  more  of  the  following  conditions 
exist: 

(a)  The  time  required  for  testing  in 
connection  with  production  would  un¬ 
duly  delay  delivery  of  the  supplies  being 
purchased; 

(b)  The  tests  would  require  special 
equipment  not  commonly  available; 

(c)  The  costs  of  repetitive  testing 
would  be  excessive;  or 

(d)  The  interest  of  the  Government 
requires  assurance,  prior  to  award,  that 
the  product  is  satisfacotry  for  its  in¬ 
tended  use. 

SUBPART  P — NOVATION 
AGREEMENTS 

Sec. 

1.1601  Scope  of  subpart. 

1.1602  Agreement  to  recognize  a  successor 

in  interest.  • 

1.1603  Agreement  to  recognize  change  of 

name  of  contractor. 

1.1604  Novation  agreement  affecting  more 

than  one  department. 

Authority:  §§  1.1601  to  1.1604  issued  un¬ 
der  sec.  2202,  70A  Stat.  120;  10  U.S.C.  2202. 
Interpret  or  apply  secs.  2301-2314,  70A  Stat. 
127-133;  10  U.S.C.  2301-2314. 

§  1.1601  Scope  of  sukpart. 

This  subpart  prescribes  the  policy  and 
procedures  for  (a)  recognition  of  a  suc¬ 
cessor  in  the  interest  to  Government  con¬ 
tracts  when  such  interests  are  acquired 
incidental  to  a  transfer  of  all  the  assets 


of  a  contractor  or  such  part  of  his  assets 
as  is  involved  in  the  performance  of  the 
contracts,  (b)  a  change  of  name  of  a 
contractor,  and  (c)  single  Department 
execution  of  novation  agreements  affect¬ 
ing  more  than  one  Department. 

§  1.1602  Agreement  to  recognize  a  suc¬ 
cessor  in  interest. 

(a)  The  transfer  of  a  Government 
contract  is  prohibited  by  law.  (41  U.S.C. 
15.)  However,  the  Government  may 
recognize  a  third  party  as  the  successor 
in  interest  to  a  Government  contract 
where  the  third  party’s  interest  is  inci¬ 
dental  to  the  transfer  of  all  the  assets 
of  the  contractor,  or  all  that  part  of 
the  contractor’s  assets  involved  in  the 
performance  of  the  contract.  Examples 
include,  but  are  not  limited  to: 

(1)  Sale  of  such  assets ; 

(2)  Transfer  of  such  assets  pursuant 
to  merger  or  consolidation  of  corpora¬ 
tion;  and 

(3)  Incorporation  of  a  proprietorship 
or  partnership. 

(b)  When  a  contractor  requests  that 
the  Government  recognize  a  successor 
in  interest  the  contractor  shall  be  re¬ 
quired  to  provide  the  Department  con¬ 
cerned  (see  §  1.1604)  with  one  copy  of 
each  of  the  following,  as  applicable: 

(1)  A  properly  authenticated  copy  of 
the  instrument  by  which  the  transfer  of 
assets  was  effected,  as  for  example,  a 
bill  of  sale,  certificate  of  merger,  in¬ 
denture  of  transfer,  or  decree  of  court; 

(2)  A  list  of  all  contracts  and  pur¬ 
chase  orders  which  have  not  been  finally 
settled  between  the  Department  con¬ 
cerned  and  the  transferor,  showing  the 
contract  number,  the  name  and  address 
of  the  purchasing  office  involved,  the 
total  dollar  value  of  each  contract  as 
amended,  the  type  of  contract  involved, 
and  the  balance  remaining  unpaid; 

(3)  A  certified  copy  of  the  resolutions 
of  the  boards  of  directors  of  the  cor¬ 
porate  parties  authorizing  the  transfer 
of  assets; 

(4)  A  certified  copy  of  the  minutes 
of  any  stockholders’  meetings  of  the  cor¬ 
porate  parties  necessary  to  approve  the 
transfer  of  assets; 

(5)  A  properly  authenticated  copy  of 
the  certificate  and  articles  of  incorpora¬ 
tion  of  the  transferee  if  such  corpora¬ 
tion  was  formed  for  the  purpose  of  re¬ 
ceiving  the  assets  involved  in  the  per¬ 
formance  of  the  Government  contracts; 

(6)  Opinion  of  counsel  for  the  trans¬ 
feror  and  the  transferee  that  the  trans¬ 
fer  was  properly  effected  in  accordance 
with  applicable  law  and  the  effective  date 
of  transfer; 

(7)  Evidence  of  the  capability  of  the 
transferee  to  perform  the  contracts; 

(8)  Balance  sheets  of  the  transferor 
and  the  transferee  as  of  dates  immedi¬ 
ately  prior  to  and  after  the  transfer  of 
assets; 

(9)  Evidence  of  security  clearance  re¬ 
quirements;  and 

(10)  Consent  of  sureties  on  all  con¬ 
tracts  listed  under  subparagraph  (2)  of 
this  paragraph  where  bonds  are  required. 

(c)  When  it  is  consistent  with  the 
Government’s  interest  to  recognize  a  suc¬ 
cessor  in  interest  to  a  Government  con¬ 
tract,  the  Department  concerned  shall 


execute  an  agreement  with  the  trans¬ 
feror'  and  the  transferee,  which  shall, 
ordinarily  provide  in  part  that: 

(1)  The  transferee  assumes  all  the 
transferor’s  obligations  under  the 
contract; 

(2)  The  transferor  waives  all  rights 
under  the  contract  as  against  the 
Government; 

(3)  The  transferor  guarantees  per¬ 
formance  of  the  contract  by  the  trans¬ 
feree  (a  satisfactory  performance  bond 
may  be  accepted  in  lieu  of  such  guar¬ 
antee)  ;  and 

(4)  Nothing  in  the  agreement  shall 
relieve  the  transferor  or  the  transferee 
from  compliance  with  any  Federal  law. 
A  form  for  such  an  agreement  for  use 
when  the  transferor  and  transferee  are 
corporations,  and  all  the  assets  of  the 
transferor  are  transferred,  is  set  forth 
in  this  section.  This  form  may  be 
adapted  to  fit  specific  cases  and  may  be 
used  as  a  guide  in  preparing  similar 
agreements  for  use  in  other  situations. 

Agreement  (Sep.  1962) 

This  agreement,  entered  into  as  of  (date 
upon  which  the  transfer  of  assets  became 
effective  pursuant  to  applicable  State  law) 
19 — ,  by  and  between  the  ABC  Corporation, 
a  corporation  duly  organized  and  existing 

under  the  laws  of  the  State  of _ 

with  its  principal  office  in  the  City  of _ 

- (hereinafter  referred  to  as  the  “Trans¬ 
feror”)  ;  the  XYZ  Corporation  add  If  appro¬ 
priate  (formerly  known  as  the  LMN  Corpo¬ 
ration),  a  corporation  duly  organized  and 
existing  under  the  laws  of  the  State  of 

-  with  its  principal  office  In  the 

City  of - (hereinafter  referred  to  as 

the  “Transferee”) ;  and  the  United  States 
of  America  (hereinafter  referred  to  as  the 
“Government”) . 

WITNESSETH 

1.  Whereas,  the  Government,  represented 
by  various  Contracting  Officers  (insert  ap¬ 
propriate  Departments)  has  entered  into  cer¬ 
tain  contracts  and  purchase  orders  with  the 

Transferor,  [namely:  _ ]  or  as  set 

forth  In  the  attached  list  marked  “Exhibit 
A”  to  this  Agreement  and  herein  incorpo¬ 
rated  by  reference;  and  the  term  “the  con¬ 
tracts  as  hereinafter  used  means  the  above 
contracts  and  purchase  orders,  and  all  other 
contracts  and  purchase  orders,  including 
modifications  thereto,  heretofore  made  be¬ 
tween  the  Government,  represented  by  vari¬ 
ous  Contracting  Officers  of  the  above  named 
Department [s],  and  the  Transferor  (whether 
or  not  performance  and  payment  have  been 
completed  and  releases  executed,  If  the  Gov¬ 
ernment  or  the  Transferor  has  any  remain¬ 
ing  rights,  duties  or  obligations  thereunder) , 
and  including  modifications  thereto  here¬ 
after  made  between  the  Government  and 
the  Transferee; 

2.  Whereas,  as  of  _ ,  19 _ _  the 

Transferor  assigned,  conveyed,  and  trans¬ 
ferred  to  the  Transferee  all  the  assets  of  the 
Transferor  by  virtue  of  a  [term  descriptive 
of  the  legal  transaction  involved]  between 
the  Transferor  and  the  Transferee; 

3.  Whereas,  the  Transferee,  by  virtue  of 
said  assignment,  conveyance  and  transfer, 
has  acquired  all  the  assets  of  the  Transferor; 

4.  Whereas,  by  virtue  of  said  assignment, 
conveyance  and  transfer,  the  Transferee  has 
assumed  all  the  duties,  obligations  and  lia¬ 
bilities  of  the  Transferor  under  the  Con¬ 
tracts; 

5.  Whereas,  the  Transferee  Is  In  a  position 
fully  to  perform  the  Contracts,  and  such 
duties  and  obligations  as  may  exist  under 
the  Contracts; 

6.  Whereas,  It  Is  consistent  with  the  Gov¬ 
ernment’s  interest  to  recognize  the  Trans- 
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feree  as  the  successor  party  to  the  Contracts; 

7.  Whereas,  there  has  been  filed  with  the 
Government  evidence  of  said  assignment, 
conveyance  or  transfer,  as  required  by  ASPR 
1-1602 (b); 

[Where  a  change  of  name  is  also  Involved, 
such  as  prior  or  concurrent  change  of  name 
of  the  transferee,  an  appropriate  recital  shall 
be  used;  for  example: 

8.  Whereas,  there  has  been  filed  with  the 

Government  a  certificate  dated  _ 

19__,  signed  by  the  Secretary  of  State  of  the 

State  of _ _  to  the  effect  that  the 

corporate  name  of  LMN  Corporation  was 

changed  to  XYZ  Corporation  on _ __ 

19-]: 

Now,  therefore,  in  consideration  of  the 
promises,  the  parties  hereto  agree  as  follows: 
premises,  the  parties  hereto  agree  as  follows : 

9.  The  Transferor  hereby  confirms  said 
assignment,  conveyance  and  transfer  to  the 
Transferee,  and  does  hereby  release  and  dis¬ 
charge  the  Government  from,  and  does 
hereby  waive,  any  and  all  claims,  demands, 
and  rights  against  the  Government  which  it 
now  has  or  may  hereafter  have  in  connection 
with  the  Contracts. 

10.  The  Transferee  hereby  assumes,  agrees 
to  be  bound  by,  and  undertakes  to  perform 
each  and  every  one  of  the  terms,  convenants, 
and  conditions  contained  in  the  Contracts. 
The  Transferee  further  assumes  all  obliga¬ 
tions  and  liabilities  of,  and  all  claims  and 
demands  against,  the  Transferor  under  the 
Contracts,  in  all  respects  as  if  the  Transferee 
were  the  original  party  to  the  Contracts. 

11.  The  Transferee  hereby  ratifies  and 
confirms  all  actions  heretofore  taken  by  the 
Transferor  with  respect  to  the  Contracts 
with  the  same  force  and  effect  as  if  the  action 
had  been  taken  by  the  Transferee. 

12.  The  Government  hereby  recognizes  the 
Transferee  as  the  Transferor’s  successor  in 
interest  in  and  to  the  Contracts.  The 
Transferee  hereby  becomes  entitled  to  all 
right,  title,  and  interest  of  the  Transferor  in 
and  to  the  Contracts  in  all  respects  as  if  the 
Transferee  were  the  original  party  to  the 
Contracts.  The  term  “Contractor”  as  used 
in  the  Contracts  shall  be  deemed  to  refer  to 
the  Transferee  rather  than  to  the  Transferor. 

13.  Except  as  expressly  provided  herein,* 
nothing  in  this  Agreement  shall  be  construed 
as  a  waiver  of  any  rights  of  the  Government 
against  the  Transferor. 

14.  Notwithstanding  the  foregoing  provi¬ 
sions,  all  payments  and  reimbursements 
heretofore  made  by  the  Government  to  the 
Transferor  and  all  other  action  heretofore 
taken  by  the  Government,  pursuant  to  its 
obligations  under  any  of  the  Contracts,  shall 
be  deemed  to  have  discharged  pro  tanto  the 
Government’s  obligations  under  the  Con¬ 
tracts.  All  payments  and  reimbursements 
made  by  the  Government  after  the  date  of 
this  Agreement  in  the  name  of  or  to  the 
Transferor  shall  have  the  same  force  and 
effect  as  if  made  to  said  Transferee  and 
shall  constitute  a  complete  discharge  of  the 
Government’s  obligations  under  the  Con¬ 
tracts,  to  the  extent  of  the  amounts  so  paid 
or  reimbursed. 

15.  The  Transferor  and  the  Transferee 
hereby  agree  that  the  Government  shall  not 
be  obligated  to  pay  or  reimburse  either  of 
them  for,  or  otherwise  give  effect  to,  any 
cost,  taxes  or  other  expenses,  or  any  increases 
therein,  directly  or  indirectly  arising  out  of 
or  resulting  from  (i)  said  assignment,  con¬ 
veyance  and  transfer,  or  (ii)  this  Agreement, 
other  than  those  which  the  Government,  to 
the  absence  of  said  assignment,  conveyance 
and  transfer,  or  this  Agreement,  would  have 
been  obligated  to  pay  or  reimburse  under 
the  terms  of  the  Contracts. 

16.  The  Transferor  hereby  guarantees  pay¬ 
ment  of  all  liabilities  and  the  performance 
of  all  obligations  which  the  Transferee  *(i) 
assumes  under' this  Agreement,  or  (ii)  may 
hereafter  undertake  under  the  Contracts  as 
they  may  hereafter  be  amended  or  modified; 


and  the  Transferor  hereby  waives  notice  of 
and  consents  to  any  such  amendment  or 
modification. 

17.  Except  as  herein  modified,  the  Con¬ 
tracts  shall  remain  in  full  force  and  effect. 

In  witness  whereof,  each  of  the  parties 
hereto  has  executed  this  Agreement  as  of  the 
day  and  year  first  above  written. 

United  States  of  America 

By . 

Title . 

(Corporate  Seal)  ABC  Corporation 

By . 

Title . 

(Corporate  Seal)  XYZ  Corporation 

By . — 

Title . 

Certificate 

I,  _ _  certify  that  I 

am  the  Secretary  of  ABC  Corporation, 

named  above;  that  _ _ 

who  signed  this  Agreement  on  behalf  of  said 

corporation,  was  then _ * _ 

of  said  corporation;  and  that  this  Agreement 
was  duly  signed  for  and  in  behalf  of  said 
corporation  by  authority  of  its  governing 
body  and  is  within  the  scope  of  its  corporate 
powers. 

Witness  my  hand  and  seal  of  said  corpora¬ 
tion  this _ day  of _ _ 

19  ... 

(Corporate  Seal)  By _ _ _ 

Certificate 

I, _ _  certify  that  I  am 

the  Secretary  of  XYZ  Corporation,  named 

above;  that _ _ 

who  signed  this  Agreement  on  behalf  of  said 

corporation,  was  then _ of 

said  corporation;  and  that  this  Agreement 
was  duly  signed  for  and  in  behalf  of  said 
corporation  by  authority  of  its  governing 
body  and  within  the  scope  of  its  corporate 
powers. 

Witness  my  hand  and  the  seal  of  said 

corporation  this _ day 

of  ___ . 19 _ 

(Corporate  Seal)  By _ 

§  1.1603  Agreement  to  recognize  change 
of  name  of  contractor. 

(a)  Where  only  a  change  of  name  is 
involved,  so  that  the  rights  and  obliga¬ 
tions  of  the  parties  remain  unaffected,  an 
agreement  between  the  Department  con¬ 
cerned  (see  §  1.1604)  and  the  contractor 
shall  be  executed  effecting  the  amend¬ 
ment  of  all  existing  contracts  between 
the  parties  so  as  to  reflect  the  contrac¬ 
tor’s  change  of  name.  Prior  to  the  ex¬ 
ecution  of  such  agreement,  one  copy  of 
each  of  the  following  shall  be  deposited 
by  the  contractor  with  the  Department 
concerned : 

( 1 )  A  copy  of  the  instrument  by  which 
the  change  of  name  was  effected,  au¬ 
thenticated  by  a  proper  official  of  the 
State  having  jurisdiction ; 

(2)  Opinion  of  counsel  for  the  con¬ 
tractor  as  to  the  effective  date  of  the 
change  of  name  and  that  it  was  properly 
effected  in  accordance  with  applicable 
law;  and 

(3)  A  list  of  all  contracts  and  pur¬ 
chase  orders  which  have  not  been  finally 
settled  between  the  Department  con¬ 
cerned  and  the  transferor,  showing  the 
contract  number,  the  name  and  address 
of  the  purchasing  office  involved,  the 
total  dollar  value  of  each  contract  as 
amended,  and  the  balance  remaining 
unpaid. 

(b)  A  format  for  such  an  agreement 
which  shall  be  adapted  for  specific  cases 
is  set  forth  below. 


Agreement  (Sep.  1962) 

This  agreement,  entered  into  as  of _ 

_ _  19 _ by  and  between  the  ABC  Corpo¬ 
ration  (formerly  the  XYZ  Corporation  and 
hereinafter  sometimes  referred  to  as  the 
“Contractor’’) ,  a  corporation  duly  organized 
and  existing  under  the  laws  of  the  State 

of  - -  and  the  United  States  of 

America,  represented  by  the  Department  of 

the  _  (hereinafter  referred  to  as 

the  “Government”). 

WITNESSETH  : 

1.  Whereas,  the  Government,  represented 

by  various  Contracting  Officers  of  the  De¬ 
partment  of  the _ _  has  entered  in¬ 

to  certain  contracts  and  purchase  orders 

with  the  XYZ  Corporation,  [namely: _ 

- ]  or  [as  set  forth  in  the  attached  list 

marked  “Exhibit  A”  to  this  agreement  and 
herein  incorporated  by  reference;  ]  and  the 
term  “the  Contracts”  as  hereinafter  used 
means  the  above  contracts  and  purchase 
orders,  and  all  other  contracts  and  purchase 
orders,  including  modifications  thereto,  en¬ 
tered  into  between  the  Government,  repre¬ 
sented  by  various  Contracting  Officers  of  the 
Department  of  the _ _  and  the  Con¬ 

tractor  (whether  or  not  performance  and 
payment  have  been  completed  and  releases 
executed,  if  the  Government  or  the  Con¬ 
tractor  has  any  remaining  rights,  duties,  or 
obligations  thereunder) ; 

2.  Whereas,  the  XYZ  Corporation,  by  an 

amendment  to  its  certificate  of  incorpora¬ 
tion,  dated - -  has  changed  its  cor¬ 

porate  name  to  ABC  Corporation; 

3.  Whereas,  a  change  of  corporate  name 
only  is  accomplished  by  said  amendment, 
so  that  rights  and  obligations  of  the  Gov¬ 
ernment  and  of  the  Contractor  under  the 
Contracts  are  unaffected  by  said  change; 
and 

4.  Whereas,  there  has  been  filed  with  the 
Government  documentary  evidence  of  said 
change  in  corporate  name; 

Now  therefore,  in  consideration  of  the 
premises,  the  parties  hereto  agree  that  the 
Contracts  covered  by  this  agreement  are 
hereby  amended  by  deleting  therefrom  the 
name  “XYZ  Corporation”  wherever  it  ap¬ 
pears  in  the  Contracts  and  substituting 
therefor  the  name  “ABC  Corporation.” 

In  witness  whereof,  each  of  the  parties 
hereto  has  executed  this  Agreement  as  of  the 
day  and  year  first  above  written. 

United  States  of  America 

By . . . . . . 

Title . . . 

(Corporate  Seal)  ABC  Corporation 

By . . . 

Title . . . 

Certificate 

I, - -  certify  that  I  am  the  Secre¬ 

tary  of  ABC  Corporation,  named  above;  that 

-  who  signed  this  Agreement  on 

behalf  of  said  corporation,  was  then _ 

-  of  said  corporation;  and  that  this 

Agreement  was  duly  signed  for  and  in  be¬ 
half  of  said  corporation  by  authority  of  its 
governing  body  and  is  within  the  scope  of 
its  corporate  powers. 

Witness  my  hand  and  seal  of  said  corpo¬ 
ration  this _ day  of _ _  19--, 

(Corporate  Seal)  By - 

§  1.1604  Novation  agreements  affecting 
more  than  one  department. 

(a)  When  more  than  one  Department 
has  outstanding  contracts  with  the  con¬ 
tractor  or  contractors  seeking  novation, 
a  single  agreement  covering  all  such  con¬ 
tracts  will  be  executed  by  the  Depart¬ 
ment  having  the  largest  unsettled 
(unbilled  plus  billed  but  unpaid)  dollar 
balance  with  the  contractor  or  contrac- 
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tors.  Such  agreements  shall  be  executed  §  2.202—4  Bid  samples, 
at  a  level  no  lower  than  that  of  a  head 
of  a  procuring  activity. 

(b)  The  Department  processing  a  pro¬ 
posed  novation  agreement  shall  prompt¬ 
ly  provide  notice  of  the  proposed 
agreement  (except  where  only  a  change 
of  name  is  involved),  including  a  list 
of  the  contracts  involved,  to  the  other 
Departments  having  contracts  with  the 
contractor  concerned.  Such  notice  shall 
be  transmitted,  as  appropriate,  to  the 
following:  The  Directorate  of  Procure¬ 
ment,  ASA  (I&L) ,  Department  of  the  §  2.202-5 
Army,  Washington  25,  D.C.,  Attn:  Chief, 

Contracts  Division;  Department  of  the 
Navy,  Office  of  Naval  Material,  Attn: 

(M-36) ,  Washington  25,  D.C.;  Depart¬ 
ment  of  the  Air  Force,  Headquarters, 

Air  Force  Systems  Command  (SCMKP), 

Andrews  Air  Force  Base,  Maryland;  De¬ 
fense  Supply  Agency,  Directorate  of  Pro¬ 
curement  and  Production,  Washington  §  2.406-4  Disclosure  of  mistakes  after 
25,  DC.  Within  30  days  after  receipt  award, 

of  such  notice,  the  Department  may  sub-  (c)  *  *  * 

mit  comments  to  the  processing  De-  (3)  Department  of  the  Air  Force:  The 

partment,  which  shall  be  considered  commander,  Air  Force  Logistics  Corn- 
prior  to  execution  of  the  proposed  agree-  mand  with  power  of  redelegation  to  Di- 
ment.  The  absence  of  comment  from  a  rectors  and  Chiefs  of  comparable  offices. 
Department  within  30  days  after  its  and  their  deputies,  Headquarters,  Air 
receipt  of  notice  of  a  proposed  novation  Force  LogiStics  Command, 
agreement  shall  be  construed  as  approval  (4>  Defense  Supply  Agency:  The  Head 
by  that  Department.  0f  a  Procuring  Activity  and,  when  desig- 

(c>  Where  substantial  alterations  or  nated,  his  deputy  or  principal  assistant 
additions  to  the  formats  set  forth  in  responsible  for  procurement. 

§§  1.1602(c)  and  1.1603(b)  are  consid-  *  *  *  ♦  * 

ered  appropriate  by  the  Department  _ 

processing  the  proposed  agreement,  that 

Department  shall  coordinate  the  agree-  PART  3 — PROCUREMENT  BY 
ment  with  the  other  Departments  prior  NEGOTIATION 

to  execution.  Any  objections  shall  be  12  Revise  §  3.303;  in  §  3.501  (b) ,  revise 
resolved  before  the  agreement  is  exe-  subparagraph  (39)  and  add  new  sub- 
cuted.  t  paragraphs  (40)  and  (41);  and  revise 

(d)  Copies  of  executed  novation  paragraph  (f)  in  §  3.606-2,  as  follows: 
agreements  shall  be  distributed  by  the  P  ,  ,no  „  .  ,  ,  , 

processing  Department  to  the  other  De-  §  “ZJSZStLSST 
partments  concerned  (see  paragraph 

(b)  of  this  section  for  addresses)  in  the  ,.  Executed  originals  of  all  determina- 

following  quantities:  tl0“  and  findlns?’  aI?d  “P‘es  of  aU  sa?- 

(1)  2  copies  for  each  Department  of  H 

.,  .  .  *  the  cognizant  procuring  activity  or  in 

me  Army  contract;  ...  the  Department  concerned  for  six  years 

(->  15  copies  for  each  Department  of  following  the  date  of  each  respective  de- 

the  Navy  contract;  .  termination. 

(3)  5  copies  for  each  Department  of  p  , 

the  Air  Force  contract:  and  §  PreparaUon  of  request  for  pro- 

. . .  _  ,  ,  ^  ,  _  ,  posals  or  request  for  quotations. 

(4)  2  copies  for  each  Defense  Supply 

Agency  contract.  *  _  „  * 

(b)  *  *  * 

(39)  A  statement  that  the  Nondis¬ 
crimination  in  Employment  clause  is  not 
applicable  to  contracts  (i)  not  involving 
the  employment  of  persons,  (ii)  not  ex¬ 
ceeding  $10,000,  (iii)  where  work  is  to 
be  performed  entirely  outside  the  United 
States  and  no  recruitment  of  workers 
within  the  United  States  is  involved, 
(iv)  for  standard  commercial  supplies 
or  raw  materials  not  exceeding  $100,000, 
or  (v)  specifically  exempt  by  the  Execu¬ 
tive  Vice  Chairman  of  the  President’s 
Committee  on  Equal  Employment  Op¬ 
portunity; 

(40)  A  statement  that  unnecessarily 
elaborate  brochures  and  other  presenta¬ 
tions  beyond  that  sufficient  to  present  a 
complete  and  effective  proposal  are  not 
desired  and  may  be  construed  as  an  in¬ 
dication  of  the  offeror’s  lack  of  cost 
consciousness;  and 


(41)  A  clear  statement  that  the  con¬ 
tract  is  to  be  conditioned  on  the  avail- 
(f)  Waiver  of  requirement  for  bid  al)ility  °*  funds  (see  §  1.318). 
samples.  (1)  *  *  *  The  contracting  §  3.606-2  Establishment  of  blanket 
officer  may  designate  in  lieu  of  pur-  purchase  agreement, 

chasing  activity  an  alternate  activity  or  *  *  *  *  • 

office.  (f>  The  supplier  shall  submit  an  item- 

*****  ized  invoice  not  less  frequently  than  once 
11.  Add  new  sentence  to  §  2.202—  each  month,  or  upon  expiration  of  the 
5(e)  (1) ;  and  in  §  2.406— 4(c),  revise  sub-  blanket  purchase  agreement,  whichever 
paragraph  (3)  and  add  new  subpara-  first  occurs,  covering  all  deliveries  made 
graph  (4)  as  follows:  under  the  blanket  purchase  agreement 

not  previously  invoiced  and  paid  for,  with 
payment  to  be  made  on  the  basis  of  this 
invoice.  (When  the  supplier’s  billing 
procedure  provides  for  an  individual  in¬ 
voice  for  each  delivery,  this  procedure 
may  be  accepted  in  lieu  of  the  consoli¬ 
dated  invoicing  procedure:  Provided, 
That: 

(1)  The  accumulation  of  the  individual 
invoices  by  the  Government  does  not 
materially  increase  the  administrative 
costs  of  this  purchase  method; 

(2)  A  single  consolidated  payment  will 
be  made  for  each  specified  period;  and 

(3)  The  period  of  any  discounts  offered 
will  commence  on  the  final  date  of  the 
billing  period  or  on  the  date  of  receipt 
of  invoices  for  all  deliveries  accepted  dur¬ 
ing  the  billing  period,  whichever  is 
later.) 

13.  Revise  §§  3.704-1  and  3.704-2,  as 
follows: 

§  3.704—1  Contracts  with  commercial 
concerns. 

Insert  the  following  clause  in  contracts 
with  commercial  concerns  where  nego¬ 
tiated  overhead  rates  are  to  be  used 
pursuant  to  this  part. 

Negotiated  Overhead  Rates  (Sept.  1962) 

(a)  Notwithstanding  the  provisions  of  the 
clause  of  this  contract  entitled  “Allowable 
Cost,  Fixed  Fee,  and  Payment,”  the  allow¬ 
able  indirect  costs  under  this  contract  shall 
be  obtained  by  applying  negotiated  overhead 
rates  to  bases  agreed  upon  by  the  parties  as 
specified  below. 

(b)  The  Contractor,  as  soon  as  possible 
but  not  later  than  ninety  (90)  days  after  the 
expiration  of  each  period  specified  in  the 
Schedule,  shall  submit  to  the  Contracting 
Officer  with  a  copy  to  the  cognizant  audit 
activity  a  proposed  final  overhead  rate  or 
rates  for  that  period  based  on  the  Contrac¬ 
tor’s  actual  cost  experience  during  that 
period,  together  with  supporting  cost  data. 
Negotiation  of  final  overhead  rates  by  the 
Contractor  and  the  Contracting  Officer  shall 
be  undertaken  as  promptly  as  practicable 
after  receipt  of  the  Contractor’s  proposal. 

(c)  Allowability  of  costs  and  acceptability 
of  cost  allocation  methods  shall  be  de¬ 
termined  in  accordance  with  ASPR,  Section 
XV,  Part  2,  as  in  effect  on  the  date  of  this 
contract. 

(d)  The  results  of  each  negotiation  shall 
be  set  forth  in  an  amendment  to  this  con¬ 
tract,  which  shall  specify  (i)  the  agreed 
final  rates,  (ii)  the  bases  to  which  the  rates 
apply,  (iii)  the  periods  for  which  the  rates 
apply,  and  (iv)  the  specific  items  treated  as 
direct  costs  or  any  changes  in  the  items 
previously  agreed  to  be  direct  costs. 

(e)  Pending  establishment  of  final  over¬ 
head  rates  for  any  period,  the  Contractor 
shall  be  reimbursed  either  at  negotiated  pro¬ 
visional  rates  as  provided  in  the  Schedule  or 
at  billing  rates  acceptable  to  the  Contracting 
Officer,  subject  to  appropriate  adjustment 
when  the  final  rates  for  that  period  are 
established.  To  prevent  substantial  over  or 
under  payment,  the  provisional  or  billing 


(e)  Waiver  of  requirement  for  de¬ 
scriptive  literature.  (1)  *  *  *  The  con¬ 
tracting  officer  may  designate  in  lieu  of 
purchasing  activity  an  alternate  activity 
or  office. 


PART  2— PROCUREMENT  BY  FORMAL 
ADVERTISING 

10.  In  §2.201(a),  add  new  subpara¬ 
graphs  (29)  and  (30);  and  in  §  2.202-4, 
add  a  sentence  to  paragraph  (f)(1),  as 
follows: 

§  2.201  Preparation  of  invitation  for 
bids. 


(29)  A  provision  covering  parent  com¬ 
pany  and  employer  identification  number 
(see  §  1.114  of  this  chapter) . 

(30)  If  the  contract  is  to  be  condi¬ 
tioned  on  the  availability  of  funds,  a 
clear  statement  of  such  condition  (see 
§  1.318  of  this  chapter). 
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rates  may.  at  the  request  of  either  party,  be 
revised  by  mutual  agreement,  either  retro¬ 
actively  or  prospectively.  Any  such  revision 
of  negotiated  provisional  rates  provided  in 
the  Schedule  shall  be  set  forth  in  an  amend¬ 
ment  to  this  contract. 

(f)  Any  failure  by  the  parties  to  agree  on 
any  final  rate  or  rates  under  this  clause  shall 
be  considered  a  dispute  concerning  a  ques¬ 
tion  of  fact  for  decision  by  the  Contracting 
Officer  within  the  meaning  of  the  clause  of 
this  contract  entitled  “Disputes."  In  the 
foregoing  clause,  substitute,  in  contracts  for 
the  Department  of  the  Navy,  the  words  “via 
the  cognizant  audit  activity  and  the  Director, 
Contract  Audit  Division,  Office  of  the  Comp¬ 
troller  of  the  Navy,  Washington,  D.C.”  for 
the  words  “with  a  copy  to  the  cognizant 
audit  activity"  appearing  in  line  3  of  para¬ 
graph  (b)  and  the  words  “the  Director,  Con¬ 
tract  Audit  Division,  Office  of  the  Comp¬ 
troller  of  the  Navy”  for  the  words  "the 
Contracting  Officer"  appearing  in  line  3  of 
paragraph  (e). 

§  3.704—2  Contracts  with  nonprofit  and 
educational  institutions. 

Insert  the  following  clause  in  contracts 
with  educational  and  nonprofit  institu¬ 
tions  where  negotiated  overhead  rates 
are  to  be  used  pursuant  to  this  Part. 

Negotiated  Overhead  Rates  (Sep.  1962) 

(a)  Notwithstanding  the  provisions  of  the 

clause  of  this  contract  entitled _ _ 

the  allowable  indirect  costs  under  this  con¬ 
tract  shall  be  obtained  by  applying  nego¬ 
tiated  overhead  rates  to  bases  agreed  upon 
by  the  parties,  as  specified  below. 

(b)  The  Contractor,  as  soon  as  possible 
but  not  later  than  six  (6)  months  after  the 
expiration  of  each  period  specified  in  the 
Schedule  shall  submit  to  the  Contracting 
Officer  with  a  copy  to  the  cognizant  audit 
activity,  a  proposed  final  overhead  rate  or 
rates  for  that  period  based  on  the  Contrac¬ 
tor’s  cost  experience  during  that  period, 
together  with  supporting  cost  data.  Nego¬ 
tiation  of  final  overhead  rates  by  the  Con¬ 
tractor  and  the  Contracting  Officer  shall  be 
undertaken  as  promptly  as  practicable  after 
receipt  of  the  Contractor’s  proposal. 

(c)  Allowability  of  costs  and  acceptability 
of  cost  allocation  methods  shall  be  deter¬ 
mined  in  accordance  with  ASPR,  Section 

XV, _ ,  as  in  effect  on  the  date  of  this 

contract. 

(d)  The  results  of  each  negotiation  shall 
be  set  forth  in  an  amendment  to  this  con¬ 
tract,  which  shall  specify  (i)  the  agreed  final 
rates,  (11)  the  bases  to  which  the  rates  apply, 
(111)  the  periods  for  which  the  rates  apply, 
and  (lv)  the  specific  Items  treated  as  direct 
costs  or  any  changes  In  the  Items  previously 
agreed  to  be  direct  costs. 

(e)  Pending  establishment  of  final  over¬ 
head  rates  for  any  period,  the  Contractor 
shall  be  reimbursed  either  at  negotiated 
provisional  rates  as  provided  in  the  Schedule 
or  at  billing  rates  acceptable  to  the  Con¬ 
tracting  Officer,  subject  to  appropriate  ad¬ 
justment  when  the  final  rates  for  that  period 
are  established.  To  prevent  substantial 
over  or  under  payment,  the  provisional  or 
billing  rates  may,  at  the  request  of  either 
party,  be  revised  by  mutual  agreement, 
either  retroactively  or  prospectively.  Any 
such  revision  of  negotiated  provisional  rates 
provided  in  the  Schedule  shall  be  set  forth 
in  an  amendment  to  this  contract. 

(f)  Any  failure  by  the  parties  to  agree  on 
any  final  rate  or  rates  under  this  clause  shall 
be  considered  a  dispute  concerning  a  ques¬ 
tion  of  fact  for  decision  by  the  Contracting 
Officer  within  the  meaning  of  the  clause  of 
this  contract  entitled  “Disputes.”  In  the 
foregoing  clause,  substitute,  in  contracts  of 
the  Department  of  the  Navy,  the  words  “via 
the  cognizant  audit  activity  and  the  Direc¬ 
tor,  Contract  Audit  Division,  Office  of  the 


Comptroller  of  the  Navy,  Washington,  D.C.” 
for  the  words  “with  a  copy  to  the  cognizant 
audit  activity”  appearing  in  line  3  of  para¬ 
graph  (b)  and  the  words  “the  Director,  Con¬ 
tract  Audit  Division,  Office  of  the  Comptrol¬ 
ler  of  the  Navy”  for  the  words  “the  Con¬ 
tracting  Officer”  appearing  in  line  3  of  para¬ 
graph  (e) .  Insert  in  the  blank  space  in  line 

1  of  paragraph  (a)  the  title  of  the  “Allow¬ 
able  Cost”  clause  used  in  the  particular  con¬ 
tract  and  insert  in  the  blank  space  in  line 

2  of  paragraph  (c)  “Part  2"  or  "Part  3”,  as 
appropriate. 

14.  Sections  3.807-3,  3.808-2  (a)  and 
(h),  3.811,  and  3.813  are  revised  to  read 
as  follows: 


§  3.807—3  Price  analysis. 

(a)  Some  form  of  price  analysis  should 
be  made  iff  every  procurement,  even 
when  competitive  proposals  have  been 
submitted.  The  presence  of  effective 
competition,  however,  may  make  it  possi¬ 
ble  to  limit  considerably  the  degree  of 
price  analysis  required.  In  the  absence 
of  effective  price  competition,  the  ne¬ 
gotiating  team  must  make  a  thorough 
analysis  of  contractor’s  proposals  and 
must  be  in  possession  of  current,  com¬ 
plete,  and  correct  cost  or  pricing  data 
before  decisions  are  made  on  contract 
prices.  Accordingly,  the  contractor 
should  be  required  to  furnish  such 
data  promptly  as  it  becomes  available 
throughout  the  negotiation  process.  To 
assure  that  the  negotiating  team  is  in 
possession  of  such  data,  the  certificate 
set  forth  in  §  3.807-7  shall  be  obtained 
for  each  separate  negotiation  where  a 
cost-reimbursement  type,  incentive,  or 
price  redeterminable  contract  is  involved. 
The  certificate  shall  also  be  obtained  in 
other  cases  where  the  amount  of  the  pro¬ 
curement  action  exceeds  $100,000  and 
the  price  negotiated  is  based  more  on  the 
contractor’s  actual  or  estimated  cost 
tablished  in  the  commercial  open  market, 
than  on  effective  competition,  prices  es- 
or  prices  set  by  law  or  regulation.  In 
addition  the  contract  in  such  cases  shall 
contain  the  clause  set  forth  in  §  7.104-29 
of  this  chapter.  The  certificate  and  the 
clause  may  be  required  when  lesser 
amounts  are  involved  in  particular  cases 
where  the  contracting  officer  considers 
that  the  circumstances  warrant  such  ac¬ 
tion.  The  certificate  shall  be  obtained 
from  the  prime  contractor  immediately 
prior  to  agreement  on  negotiated  prices, 
or  price  revisions.  However,  the  require¬ 
ment  for  a  contractor’s  certificate  of 
pricing  and  the  clause  are  not  to  be  con¬ 
sidered  a  substitute  for  a  thorough  ex¬ 
amination  and  analysis  of  the  contrac¬ 
tor’s  proposal  by  the  negotiating  team. 

(b)  One  form  of  price  analysis  is  the 
comparison  of  prior  quotations  and  con¬ 
tract  prices  with  current  quotations  for 
the  same  or  similar  end  items.  When 
the  offeror  or  his  principal  subcontractor 
previously  have  sold  the  same  or  similar 
end  items  or  major  subcontracted  com¬ 
ponents  to  the  Government,  the  prices 
in  such  transactions  shall  be  compared 
with  current  proposed  prices  wherever 
the  relevant'pricing  data  can  be  obtained. 
To  provide  a  suitable  basis  for  compari¬ 
son,  appropriate  allowances  may  have  to 
be  made  for  differences  in  such  factors 
as  specifications,  quantities  ordered,  time 
for  delivery,  Government-furnished  ma¬ 


terials,  and  the  general  level  of  business 
and  prices. 

(c)  Rough  yardsticks  may  often  be 
developed  (in  such  terms  as  dollars  per 
pound,  per  horsepower,  or  other  units) 
to  point  up  apparent  gross  inconsisten¬ 
cies  which  should  be  subjected  to  addi¬ 
tional  pricing  techniques,  including  cost 
analysis.  Such  yardsticks  should  be  con¬ 
sidered  as  an  indispensable  adjunct  to 
cost  analysis,  since  a  study  of  a  single 
offeror’s  estimated  costs  in  sole  source 
situations  will  not  indicate  whether  the 
proposed  price  is  fair  and  reasonable  be¬ 
cause  it  affords  no  opportunity  for  com¬ 
parison  with  other  products  of  the  same 
kind. 

§  3.808—2  Factors  for  determining  fee 

or  profit. 

*  *  ♦  *  /  * 

(a)  Effect  of  competition.  Where  com¬ 
petition  is  effective  and  proposals  are  on 
a  firm  fixed-price  basis,  the  contracting 
officer  normally  need  not  consider  in  de¬ 
tail  the  amount  of  estimated  profit  in¬ 
cluded  in  a  price.  Where  effective  com¬ 
petition  is  lacking,  and  in  all  cases  where 
cost  analysis  is  performed  in  accordance 
with  §  3.807-4,  the  estimate  for  profit, 
target  profit  or  fee,  or  the  proposed  fixed 
fee  should  be  analyzed  in  the  same  man¬ 
ner  as  all  other  elements  of  price,  eval¬ 
uating  the  factors  set  forth  in  §§  3.808 
to  3.808-6. 

*  *  *  *  * 

(h)  Subcontracting.  (1)  In  negotiat¬ 
ing  the  profit  or  fee,  subcontracting  as 
a  factor  shall  be  segregated  for  separate 
evaluation,  particularly  as  it  bears  on 
the  contractor’s  technical  supervision 
and  management  responsibility,  finan¬ 
cial  investment,  and  degree  of  risk,  as 
outlined  above.  The  degree  and  nature 
of  subcontract  programs  vary  on  a  broad 
spectrum.  While  it  is  not  possible  to 
define  the  exact  profit  or  fee  treatment 
to  be  accorded  each  situation,  the  gen¬ 
eral  guidelines  which  follow  shall  be 
taken  into  consideration. 

(2)  The  evaluation  of  a  contractor’s 
subcontracting  program  should  not  con¬ 
sist  merely  of  applying  arbitrary  per¬ 
centages  of  profit  to  subcontract  prices 
in  negotiating  the  prime  contract  price. 
A  relatively  large  amount  of  subcon¬ 
tracting  by  itself  need  not  result  in 
negotiation  of  correspondingly  lesser 
profit  or  fee — the  character  and  circum¬ 
stances  of  the  subcontracting  and  the 
effect  on  the  prime  contractor’s  costs 
must  be  taken  into  account.  Although 
purchased  material  and  subcontracted 
work  are  usually  properly  included  in 
the  base  upon  which  profit  or  fee  is  com¬ 
puted,  instances  may  arise  in  which  a 
significant  portion  or  portions  of  a  con¬ 
tract  are  subcontracted  in  such  a  w'ay 
that  only  a  minimum  amount  of  respon¬ 
sibility  or  risk  remains  with  the  prime 
contractor.  In  such  case,  in  order  to 
prevent  unreasonable  pyramiding  of 
profit  or  fee,  the  amount  of  profit  or 
fee  attributable  to  the  subcontracted 
work  should  be  substantially  less  than 
where  the  contractor  uses  his  own  re¬ 
sources  and  retains  substantial  respon¬ 
sibility  or  risk.  Of  primary  importance 
is  the  degree  to  which  the  subcontract¬ 
ing  provides  a  better  product  and  lower 
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costs,  with  timely  delivery,  and  in  which 
the  contractor  assumes  heavy  man¬ 
agerial  and  technical  effort,  responsibil¬ 
ity  and  risk.  Particular  attention  should 
be  given  to  the  contractor’s  managerial 
and  technical  effort,  responsibility  and 
risk  with  respect  to  subcontracts  under 
major  weapon  system  contracts  where  a 
substantial  portion  of  total  contract  cost 
is  attributable  to  subcontracting  of 
major  components.  Consideration  must 
be  given  to  the  relationship  which  the 
prime  contractor’s  estimated  profit  or 
fee  on  subcontracted  work  bears  to  his 
cost  of  placing  and  managing  such  sub¬ 
contracted  work. 

(3)  In  establishing  a  contractor’s  fee 
or  profit,  favorable  consideration  shall 
be  given  to : 

(i)  The  company’s  policies  and  proce¬ 
dures  which  energetically  support  Gov¬ 
ernment  small  business  and  labor  sur¬ 
plus  area  programs; 

(ii)  Any  unusual  efforts  which  the 
contractor  displays  in  subcontracting 
with  small  business  and  labor  surplus 
area  concerns,  particularly  for  develop¬ 
mental  type  work  likely  to  result  in 
later  production  opportunities;  and 

(iii)  Effectiveness  of  the  company  in 
subcontracting  with  and  furnishing  as- 
sistaiice  to  such  concerns,  as  compared 
to  other  comparable  contractors. 

In  this  connection,  it  is  the  respon¬ 
sibility  of  the  purchasing  activity  to  ex¬ 
amine  the  contractor’s  past  and  present 
effectiveness  and  plans  for  seeking  out 
qualified  small  business  and  labor  sur¬ 
plus  area  concerns,  and  to  require  the 
contractor  during  negotiations  to  docu¬ 
ment  his  past,  present,  and  planned  per¬ 
formance  in  these  areas. 

*  *  *  *  * 

§  3.811  Record  of  price  negotiation. 

(a)  At  the  conclusion  of  each  negotia¬ 
tion  an  initial  or  revised  price,  the  con¬ 
tracting  officer  shall  promptly  prepare 
or  cause  to  be  prepared  a  memorandum, 
setting  forth  the  principal  elements  of 
the  price  negotiation,  for  inclusion  in 
the  contract  file  and  for  the  use  of  any 
reviewing  authorities.  The  memoran¬ 
dum  shall  be  in  sufficient  detail  to  re¬ 
flect  the  most  significant  considerations 
controlling  the  establishment  of  the 
initial  or  revised  price. 

(b)  As  part  of  the  requirements  in 
paragraph  (a)  of  this  section,  documen¬ 
tation  will  be  included  reflecting  the  ex¬ 
tent  to  which  each  of  the  factors  set 
forth  in  §  3.808-2  w’as  considered  in 
establishing  the  profit  or  fee,  clearly 
showing  the  separate  evaluation  for 
subcontracting. 

§  3.813  Preproduction  and  startup  and 
other  nonrecurring  costs. 

(a)  Estimates  of  preproduction  and 
startup  costs  include  such  costs  as  pre- 
production  engineering,  special  tooling, 
special  plant  rearrangement,  training 
programs,  and  such  nonrecurring  costs 
as  initial  rework,  initial  spoilage,  and 
pilot  runs. 

(b)  Since  an  offeror  may  propose  a 
price  which  does  not  include  all  pre- 
production  and  startup  or  other  non¬ 
recurring  costs  for  the  purpose  of  ob¬ 


taining  the  first  production  contract  and 
of  gaining  an  advantage  over  competi¬ 
tors  in  negotiations  for  future  procure¬ 
ments,  it  is  important  to  know  whether 
the  offeror  intends  to  absorb  any  portion 
of  these  costs  or  whether  he  plans  to 
recover  them  in  connection  with  subse¬ 
quent  pricing  actions  under  the  proposed 
or  future  contracts.  This  information  is 
needed  in  evaluating  competing  pro¬ 
posals  to  determine  which  proposal  is 
most  likely  to  result  in  the  lowest  overall 
cost  to  the  Government,  particularly 
where  the  successful  offeror  is  likely  to 
become,  in  effect,  a  sole  source  for  fol¬ 
low  on  procurements  (including  spare 
parts  or  other  support  items) . 

(c)  When  it  is  anticipated  that  such 
costs  will  be  a  significant  factor  in  the 
evaluation  of  proposals  for  the  procure¬ 
ment  of  an  item,  the  request  for  pro¬ 
posals  shall  require  the  offeror  to  provide 
the  following  information : 

(1)  An  estimate  of  the  total  of  such 
costs; 

(2)  The  extent  to  which  these  costs 
are  included  in  the  proposed  price;  and 

(3)  The  intent  to  absorb,  or  plan  for 
recovery,  of  any  remaining  cost. 

When  entering  into  a  contract  with  an 
offeror  who  has  indicated  that  he  intends 
to  absorb  any  portion  of  these  costs,  the 
contract  shall  expressly  provide  that 
such  portion  will  not  be  charged  to  the 
Government  in  any  future  non-competi¬ 
tive  procurement  or  other  pricing  action. 

15.  Revise  §  3.903-1  (d) ;  in  §  3.903-4, 
revise  paragraph  (a)  (5) ;  and  add  new 
§  3.903-5,  as  follows: 

§  3.903—1  Contract  clauses. 

*  •  •  •  • 

(d)  The  requirement  for  the  certifi¬ 
cate  prescribed  by  paragraph  (c)  (iii)  of 
the  clause  in  paragraph  (a)  of  this  sec¬ 
tion  may  be  waived  in  the  discretion  of 
the  contracting  officer  if  he  is  satisfied 
that  the  price  has  been  based  on  effective 
competition,  prices  established  in  the 
commercial  open  market,  or  prices  set 
by  law  or  regulation.  When  required, 
the  certificate  shall  be  in  the  form  set 
forth  in  §  3.807-7  appropriately  modified 
to  reflect  that  it  is  a  certificate  to  a  prime 
contractor,  rather  than  to  the  Govern¬ 
ment. 

§  3.903-4  Review  of  individual  subcon¬ 
tracts. 

(a)  *  *  * 

*  *  *  *  * 

(5)  Cost  or  price  analysis  or  price 
comparisons  accomplished,  with  particu¬ 
lar  attention  to  whether  cost  or  pricing 
data  are  current,  complete,  and  correct 
(see  §  1.303  of  this  chapter  and  §  3.903- 
1(d)); 

§  3.903—3  Disputes  provisions  in  sub¬ 
contracts. 

(a)  Although  consent  by  a  contract¬ 
ing  officer  to  a  subcontract  in  and  of 
itself  does  not  constitute  agreement  with 
the  terms  and  conditions  of  the  subcon¬ 
tract,  a  contracting  officer  should  not 
consent  to  a  subcontract  containing  any 
clause  purporting  to  give  the  subcon¬ 
tractor  a  direct  right  to  obtain  a  decision 
of  the  contracting  officer  or  a  direct  right 
of  appeal  to  the  Armed  Services  Board 


of  Contract  Appeals.  The  Government 
is  entitled  to  the  management  services 
of  the  prime  contractor  in  adjusting  dis¬ 
putes  between  the  prime  contractor  and 
his  subcontractors.  Contracting  officers 
should  act  only  in  disputes  arising  under 
the  prime  contract,  and  then  only  with 
and  through  the  prime  contractor,  even 
if  a  subcontractor  is  affected  by  the  dis¬ 
pute  between  the  Government  and  the 
prime  contractor.  Contracting  officers 
should  not  participate  in  disputes  be¬ 
tween  a  prime  contractor  and  his  sub¬ 
contractors. 

(b)  A  contracting  officer  should  not, 
however,  refuse  consent  to  a  subcontract, 
particularly  under  a  cost -reimbursement 
type  contract,  merely  because  it  con¬ 
tains  a  clause  that  allows  the  subcon¬ 
tractor,  if  he  is  affected  by  a  dispute 
arising  under  the  prime  contract,  an  in¬ 
direct  appeal  to  the  Armed  Services 
Board  of  Contract  Appeals  (1)  by  as¬ 
serting  the  prime  contractor’s  right  to 
take  such  an  appeal,  or  (2)  by  having 
the  prime  contractor  prosecute  such  an 
appeal  on  behalf  of  the  subcontractor. 
Such  a  clause  should  not  attempt  to  ob¬ 
ligate  the  contracting  officer  or  the 
Board  to  decide  questions  that  do  not 
arise  between  the  Government  and  the 
prime  contractor,  or  that  are  not  cog¬ 
nizable  under  the  “Disputes”  clause  of 
the  prime  contract,  and  should  not  at¬ 
tempt  to  obligate  the  contracting  officer 
to  notify  or  deal  directly  with  the  sub¬ 
contractor.  Such  a  clause  may  appro¬ 
priately  provide  that  the  prime  contrac¬ 
tor  and  subcontractor  will  be  equally 
bound  by  the  contracting  officer’s  or 
Board’s  decision  on  a  dispute. 

(c)  The  prime  contractor  and  his  sub¬ 
contractor  may  agree  to  arbitration  to 
settle  disputes.  The  results  of  such 
arbitration  and  the  cost  resulting  there¬ 
from,  however,  are  not  binding  on  the 
contracting  officer;  they  are  subject  to 
independent  review  and  approval  under 
the  prime  contract.  The  contracting 
officer  should  not  consent  to  provisions 
in  subcontracts  purporting  to  make  the 
results  of  arbitration  binding  on  the 
Government. 


PART  5 — INTERDEPARTMENTAL  AND 
COORDINATED  PROCUREMENT 

16.  Add  an  item  to  the  list  in  §  5.102- 
3(a) ;  revise  the  heading  of  Subpart  B; 
revise  §  5.200;  and  revise  the  section 
heading  of  §  5.201,  as  follows: 

(a)  Mandatory  nationally. 

•  *  •  •  • 

§  5.102-3  Applicability  of  listed  Federal 
Supply  Schedules. 

•  •  •  •  • 


FSC 

Title  of  schedule 

Remarks 

Group 

Class 

71 

7110 

OFFICE  FURNI¬ 
TURE  PART  IX. 

Control  Boards;  Files, 
Visible,  Index;  Filing 
Boxes;  Racks,  Binder; 
Racks,  Carder;  Time 
Recorder;  Trays, 
Drawer,  Filing  Cabi¬ 
net. 

No  excep¬ 
tions. 

• 

• 

•  • 

*  i 
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RULES  AND  REGULATIONS 


Subpart  B — Procurement  of  Supplies 
From  General  Services  Administra¬ 
tion  Stores  Depots  and  of  Services 
for  Repair  and  Refinishing  From 
General  Services  Administration 
Sources 

§  5.200  Applicability. 

This  subpart  applies  to  the  procure¬ 
ment  of  supplies  available  from  General 
Services  Administration  stores  depots  for 
delivery  in  the  United  States,  its  posses¬ 
sions  or  Puerto  Rico.  It  does  not  apply 
to  any  order  which  amounts  to  $25,000 
or  less,  or  to  any  item  which: 

(a)  Is  under  the  cognizance  of  the  De¬ 
fense  Subsistence  Supply  Center  or  the 
Defense  Medical  Supply  Center;  or 

(b)  Is  being  purchased  for  resale. 

This  subpart  also  applies  to  the  use  of 
General  Services  Administration  services 
and  contracts  for  the  repair  and  refin¬ 
ishing  of  office  furniture  and  machines, 
household  and  quarters  furniture  and 
certain  hospital  and  institutional  furni¬ 
ture  in  the  United  States,  Puerto  Rico 
and  the  Virgin  Islands.  Services  of  this 
type  which  are  available  from  Federal 
Prisons  Industries  and  Agencies  for  the 
Blind  will  be  procured  under  the  pro¬ 
visions  of  Subparts  D  and  E. 

§  5.201  Procurement  from  General 
Services  Administration  Storage 
Depots. 

•  •  •  •  • 

17.  Add  new  §§  5.205,  5.206,  and  5.207 
and  revise  the  introductory  portion  of 
§  5.1201,  as  follows: 

§  5.205  Available  sources  for  repair 
and  refinishing. 

General  Services  Administration  re¬ 
gional  offices  maintain  facilities  for  re¬ 
pair  and  refinishing,  and,  in  addition, 
these  offices  have  contracts  with  com¬ 
mercial  concerns  for  similar  services. 
These  contracts  are  published  as  Federal 
Supply  Schedules  (see  Subpart  A  of  this 
part).  When  repair  or  refinishing  re¬ 
quirements  exceed  the  capabilities  of  a 
Departmental  activity  or  installation,  it 
is  the  policy  of  the  Department  of  De¬ 
fense  to  utilize  General  Services  Admin¬ 
istration  sources  for  repair  and  refinish¬ 
ing  services  except  when: 

(a)  Repair  and  refinishing  services 
are  available  from  the  Federal  Prison 
Industries  or  Agencies  for  the  Blind  (see 
Subparts  D  and  E  of  this  part) ; 

(b)  Delivery  requirements  for  repair 
and  refinishing  services  cannot  be  met 
(The  provisions  of  §  5.102-2  are  appli¬ 
cable  when  determining  whether  a  Gen¬ 
eral  Services  Administration  source  can 
meet  the  delivery  requirements.) ;  and 

(c)  The  contracting  office  has  actual 
knowledge  that  the  total  cost,  including 
transportation  and  handling  charges,  is 
such  that  the  repair  or  refinishing  can 
be  performed  more  advantageously  to 
the  Government  from  a  source  other 
than  one  available  through  the  General 
Services  Administration,  after  allowing 
for  the  burdens  and  cost  of  a  new  pro¬ 
curement  under  applicable  presented 
procedures.  (The  contracting  office 
shall  not  solicit  bids,  proposals,  quota¬ 
tions,  or  otherwise  test  the  market  for 


comparison  with  the  General  Services 
Administration  source  cost.)  General 
Services  Administration  regional  offices 
will  advise  Department  of  Defense  agen¬ 
cies  as  to  existing  repair  sources.  When 
procurement  of  repair  or  refinishing 
services  from  a  source  of  supply  other 
than  one  provided  by  the  General  Serv¬ 
ices  Administration  indicates  such 
source  might  be  more  advantageous  to 
the  Government  as  a  general  source,  the 
name  and  address  of  the  suppliers,  to¬ 
gether  with  other  details  of  the  procure¬ 
ment  action,  shall  be  forwarded  to  the 
General  Services  Administration  re¬ 
gional  office  of  the  region  in  which  the 
procuring  activity,  is  located. 

§  5.206  Definitions. 

Items  to  be  repaired  or  refinished 
pursuant  to  §  5.205  are  defined  as 
follows:  • 

(a)  Office  furniture  means  wood  and 
metal  furniture  normally  used  in  a  busi¬ 
ness  office  (including  executive  office 
furniture  and  furnishings)  to  include 
desks,  tables,  telephone  stands,  filing 
sections,  office  safes  and  security  cabi¬ 
nets,  upholstered  leather  chairs  and 
davenports,  desk  trays,  waste  recep¬ 
tacles,  visible  record  cabinets,  vertical- 
type  cabinets,  folding  and  tablet  arm 
chairs,  and  folding  tables,  but  excludes 
such  items  as  desk  lamps,  rugs,  type¬ 
writers,  office  machines,  workbenches, 
and  electric  accounting  machines  and 
components  thereof. 

(b)  Office  Machines  means  that 
equipment  contained  in  Department  of 
Defense-General  Services  Administra¬ 
tion  Interagency  Procurement  Assign¬ 
ment. 

(c)  Household  and  Quarters  Furniture 
means  furniture  normally  used  in 
quarters,  libraries,  dens  and  reception 
rooms  to  include  armchairs,  sofas,  side 
chairs,  buffets,  dining  tables,  kitchen 
tables,  occasional  tables,  mirrors,  oc¬ 
casional  chairs,  porch  chairs,  vanities, 
wardrobes  and  night  tables. 


From 

Military  Clothing  and  Textile  Supply  Agency, 
Philadelphia,  Pa. 

Military  Subsistence  Supply  Agency,  Chicago, 
Ill. 

Military  Construction  Supply  Agency,  Cb- 
lumbus,  Ohio.  ' 

Military  Automotive  Supply  Agency,  Detroit, 
Mich. 

Military  General  Supply  Agency,  Richmond, 
Va. 

Military  Industrial  Supply  Agency,  Phila¬ 
delphia,  Pa. 

Military  Medical  Supply  Agency,  Brooklyn, 
N.Y. 

Military  Petroleum  Supply  Agency,  Wash¬ 
ington,  D.C. 


(d)  Hospital  Furniture  means  items 
to  include  beds  (both  adjustable  and 
nonadjustable) ,  over-bed  tables,  bed¬ 
side  tables  (cabinet  type),  ward  chairs, 
and  bedside  folding  screens,  but  does  not 
include  hospital  equipment  of  a  special¬ 
ized  nature. 

(e)  Institutional  Furniture  means 
items  to  include  chairs,  sofas  and  tables 
made  of  wood,  metal,  or  other  material, 
either  plain  or  upholstered,  which  are 
common  to  institutions,  domiciliaries, 
dormitories,  mess  halls,  and  classrooms. 

§  5.207  Order  for  services. 

Orders  for  repair  or  refinishing  serv¬ 
ices  from  General  Services  Administra¬ 
tion  sources  shall  be  placed  as  follows: 

(a)  GSA  Repair  Facility.  A  delivery 
order  on  DD  Form  1155  (Order  for  Sup¬ 
plies  or  Services)  (see  §  16.303  of  this 
chapter)  shall  be  submitted  to  the  Gen¬ 
eral  Services  Administration  regional 
office  which  normally  serves  the  procur¬ 
ing  activity. 

(b)  Federal  Supply  Schedules.  De¬ 
livery  orders  on  DD  Form  1155  will  be 
placed  directly  with  the  Federal  Supply 
Schedule  contractors. 

§  5.1201  Commodity  assignments  to 
military  departments. 

The  commodity  assignments  set  forth 
below  have  been  made  by  the  Assistant 
Secretary  of  Defense  (Installations  and 
Logistics)  to  the  Military  Departments. 
General  exclusions  are: 

•  *  *  *  * 

§§  5.1202-1  and  5.1202-2  [Amend- 
ment] 

18.  Combine  §§  5.1202-1  and  5.1202-2 
into  one  §  5.1202-1  by  deleting  the  head¬ 
ing  “§  5.1202-2  Department  of  the 
Navy”  and  revising  the  heading  of 
§  5.1202-1  to  read  “Defense  Supply 
Agency.”  Names  of  agencies  mentioned 
in  the  section  are  changed  as  indicated 
below: 


To 

Defense  Clothing  and  Textile  Supply  Center, 
Philadelphia,  Pa. 

Defense  Subsistence  Supply  Center,  Chicago, 
Ill. 

Defense  Construction  Supply  Center,  Colum¬ 
bus,  Ohio. 

Defense  Automotive  Supply  Center,  Detroit, 
Mich. 

Defense  General  Supply  Center,  Richmond, 
Va. 

Defense  Industrial  Supply  Center,  Philadel¬ 
phia,  Pa. 

Defense  Medical  Supply  Center,  Brooklyn, 
N.Y. 

Defense  Petroleum  Supply  Center,  Washing¬ 
ton,  D.C. 


§  5.1203  [Amendment] 

19.  In  §  5.1203,  delete  the  tenth  item, 
No.  284656,  Douglas  Aircraft  Co.,  and 
change  the  twelfth  item,  No.  284685,  to 
show  “Navy”  instead  of  “Air  Force”,  in 
the  fourth  column. 


PART  6 — FOREIGN  PURCHASES 

20.  Sections  6.300,  6.302,  6.303(g), 

6.304-1,  6.305,  and  6.603-4(f) ,  are  revised 
as  follows : 


§  6.300  Scope  of  subpart. 

This  subpart  implements  the  custom¬ 
ary  Defense  Appropriation  Act  restric¬ 
tion  on  the  availability  of  appropriated 
funds  for  the  procurement  of  any  article 
of  food,  clothing,  cotton,  wool,  woven  silk 
and  woven  silk  blends,  or  spun  silk  yarn 
for  cartridge  cloth,  as  it  has  recurred  in 
Defense  Appropriation  Acts  for  several 
years.  However,  reference  should  be 
made  to  the  current  Department  of  De¬ 
fense  Appropriations  Act  as  a  check  on 
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the  current  applicability  of  this  subpart. 
Nothing  in  this  subpart  shall  affect  the 
applicability  of  the  Buy  American  Act 
(see  Subparts  A  and  B  of  this  part) . 

§  6.302  Restriction. 

Except  as  provided  in  §  6.303,  there 
shall  not  be  procured  supplies  consisting 
in  whole  or  in  part  of  any  food,  clothing, 
cotton,  wool,  woven  silk  and  woven  silk 
blends,  or  spun  silk  yam  for  cartridge 
cloth,  which  have  not  been  grown  or  pro¬ 
duced  in  the  United  States  or  its  posses¬ 
sions;  but  this  does  not  restrict  the 
procurement  of  cotton  or  wool  reprdfc- 
essed  or  reused  in  the  United  States  or 
its  possessions  or  of  foods  manufactured 
or  processed  in  the  United  States  or  its 
possessions. 

§  6.303  Exceptions. 

*  *  *  ♦  * 

(g)  Any  articles  of  food  or  clothing  or 
any  form  of  cotton,  woven  silk  and 
woven  silk  blends,  spun  silk  yarn  for 
cartridge  cloth,  or  wool,  as  to  which  the 
Secretary  concerned  has  determined 
that  a  satisfactory  quality  and  sufficient 
quantity  grown  or  produced  in  the 
United  States,  or  its  possessions  cannot 
be  procured  as  and  when  needed  at 
United  States  market  prices. 

§  6.304—1  Procurement  of  food,  cloth¬ 
ing,  woven  silk  and  woven  silk 
blends,  spun  silk  yarn  for  cartridge 
cloth,  or  items  containing  mohair  or 
cotton. 

In  general,  food,  clothing  (not  covered 
by  §  6.304-2) ,  woven  silk  and  woven  silk 
blends,  spun  silk  yarn  for  cartridge 
cloth,  or  any  form  of  mohair  or  cot¬ 
ton,  will  be  procured  only  if  grown, 
reprocessed,  reused,  or  produced  in  the 
United  States  or  its  possessions.  How¬ 
ever,  if  the  contracting  officer  finds  that 
prices  for  such  domestic  supplies  are  un¬ 
reasonable,  he  may  refer  the  matter  to 
the  Secretary  concerned  for  determina¬ 
tion  with  respect  to  §  6.303(g)  in  ac¬ 
cordance  with  departmental  procedures. 

§  6.305  Contract  clause. 

In  accordance  with  the  requirements  of 
$  6.302,  the  clause  set  forth  below  shall  be 
inserted  in  all  contracts  for  supplies,  and 
when  applicable,  in  contracts  for  services. 

PREFEREffrGE  FOR  CERTAIN  DOMESTIC 

Commodities  (Sept.  1962) 

The  Contractor  agrees  that  there  will  be 
delivered  under  this  contract  only  such  arti¬ 
cles  of  food,  clothing,  cotton,  woven  silk  and 
woven  silk  blends,  spun  silk  yarn  for  car¬ 
tridge  cloth,  or  wool  (whether  in  the  form  of 
fiber  or  yarn  or  contained  in  fabrics,  ma¬ 
terials,  or  manufactured  articles)  as  have 
been  grown,  reprocessed,  reused,  or  produced 
in  the  United  States,  its  possessions,  or 
Puerto  Rico;  provided,  that  this  clause  shall 
have  no  effect  to  the  extent  that  the  Secre¬ 
tary  has  determined  as  to  any  such  articles 
that  a  satisfactory  quality  and  sufficient 
quantity  cannot  be  procured  as  and  when 
needed  at  United  States  market  prices;  pro- 
vided  further,  that  nothing  herein  shall  pre¬ 
clude  the  delivery  of  foods  under  this 
contract  which  have  been  manufactured  or 
processed  in  the  United  States,  its  posses¬ 
sions,  or  Puerto  Rico. 


\ 


§  6.603—4  Customs  entries  and  duty-free 
certificates. 

***** 

(f)  The  duty-free  entry  certificate  re¬ 
ferred  to  in  this  paragraph  shall  be 
printed,  stamped,  or  typed  on  the  face 
of  Customs  Form  7501  or  attached  there¬ 
to  in  the  following  form : 

(Sept.  1962) 

I  certify  that  the  procurement  of  this  ma¬ 
terial  constituted  an  emergency  purchase 
of  war  material  abroad  by  the  ( indicate  De¬ 
partment  of  the  Army,  Department  of  the 
Navy,  Department  of  the  Air  Force,  or  De¬ 
fense  Supply  Agency)  and  it  is  accordingly 
requested  that  such  material  be  admitted 
free  of  duty  pursuant  to  the  Act  of  August 
10,  1956  (10  U.S.C.  2383) 


(Name) 


(Title),  who  has  been 
designated  to  execute 
free  entry  certificates 
for  the  above-named 
(Department  or 
agency) 


(Organization) 


PART  7— CONTRACT  CLAUSES 

21.  In  §  7.103-12,  revise  the  last  sen¬ 
tence  of  paragraph  (b)  and  revoke  para¬ 
graph  (c) ;  add  new  §  7.104-31;  and  re¬ 
vise  the  introductory  portion  of  §  7.105-6 
as  follows: 

§  7.103—12  Disputes. 

*  *  *  *  * 

(b)  *  *  *  In  accordance  with  depart¬ 
mental  procedures,  the  foregoing  clauses 
may  be  modified  to  provide  for  inter¬ 
mediate  appeal  in  oversea  areas. 

(c)  [Revoked] 

§7.104—31  Duty-free  entry. 

In  accordance  with  the  requirements  of 
§  6.603-2  of  this  chapter,  insert  either  or 
both  of  the  clauses  set  forth  in  §  6.603-3 
of  this  chapter,  as  appropriate. 

§  7.105—6  Bill  of  materials. 

A  bill  of  materials  consists  of  a  report 
by  a  supplier  which  specifies  the  quanti¬ 
ties  of  various  materials  required  to  pro¬ 
duce  a  designated  quantity  of  supplies 
of  a  particular  kind.  A  bill  of  materials, 
with  respect  to  all  or  part  of  the  supplies 
to  be  furnished  pursuant  to  a  contract, 
shall  be  required  only  if  the  contracting 
officer  shall  determine  that  such  bill  is 
necessary  to  develop  materials  or  com¬ 
ponents  requirements  for  production  and 
maintenance  programs,  for  industrial 
mobilization  purposes,  or  for  other  speci¬ 
fied  purposes.  In  such  event,  the  con¬ 
tract  shall  specify,  with  respect  to  such 
bill,  the  following: 

***** 

22.  Revise  §  7.105-7;  revise  the  intro¬ 
ductory  portion  of  §  7.108;  and  add  new 
sentence  to  §  7.203-3,  as  follows: 

§  7.105—7  Material  inspection  and  re¬ 
ceiving  report. 

Material  Inspection  and  Receiving  Report 
(July  1958) 

At  the  time  of  each  delivery  under  this 
contract  the  Contractor  shall  prepare  and 
furnish  to  the  Government,  in  thq  manner 


and  to  the  extent  required  by  the  Contract¬ 
ing  Officer,  a  Material  Inspection  and  Re¬ 
ceiving  Report  (DD  Form  250  or  comparable 
form).  The  Government  shall  furnish  the 
required  forms  to  the  Contractor  upon 
request. 

§  7.108  Incentive  price  revision  clause. 

When  in  accordance  with  the  provi¬ 
sions  of  Subpart  D,  Part  3  of  this  chap¬ 
ter,  the  fixed-price  incentive  contract  de¬ 
scribed  in  §  3.404-4 (a)  (2)  of  this  chap¬ 
ter  is  to  be  used,  the  following  clause 
shall  be  made  a  part  of  the  contract. 
As  to  each  item,  which  is  to  be  subject 
to  incentive  price  revision,  the  contract 
schedule  shall  set  forth  the  target  cost, 
target  profit,  and  target  price.  *  *  *  In 
the  interest  of  economy,  the  Govern¬ 
ment  has  a  basic  responsibility  fully  to 
utilize  its  property.  Consistent  there¬ 
with  the  Government  has  the  reserved 
right  in  the  above  clause  to  make  changes 
in  the  amount  of  Government-furnished 
property,  including  the  right  to  increase 
the  amount  of  Government-furnished 
property.  Prior  to  exercising  the  right 
to  increase  the  amount  of  Government- 
furnished  property,  contracting  officers 
will  consider  fully  any  inequities  which 
may  result  to  the  contractor  as  against 
the  net  benefits  which  may  accrue  to 
the  Government. 

§7.203—3  Limitation  of  cost. 

*  *  *  *  * 

In  contracts  which  provide  for  cost-shar¬ 
ing,  the  clause  set  forth  in  §  7.402-2  (b) 
shall  be  used,  modified  to  read  “30  days” 
and  “85 %”  in  lieu  of  “60  days”  and 
“75%”. 

23.  Section  7.203-4  is  revised  to  read 
as  follows: 

§  7.203—4  Allowable  cost,  fee,  and  pay¬ 
ment. 

(a)  Except  as  provided  in  paragraph 

(b)  of  this  section,  the  following  clause 
shall  be  inserted  in  all  cost-reimburse¬ 
ment  type  supply  contracts.  Additional 
instructions  for  use  are  in  paragraph 

(c)  of  this  section. 

Allowable  Cost,  Fixed  Fee,  and  Payment 
(Sept.  1962) 

(a)  For  the  performance  of  this  contract, 
the  Government  shall  pay  to  the  Contractor; 

(i)  The  cost  thereof  (hereinafter  referred 
to  as  "allowable  cost")  determined  by  the 
Contracting  Officer  to  be  allowable  with: 

(A)  Part  2  of  Section  XV  of  the  Armed 
Services  Procurement  Regulation  as  in  ef¬ 
fect  on  the  date  of  this  contract;  and 

(B)  The  terms  of  this  contract;  and 

(ii)  Such  fixed  fee,  if  any,  as  may  be 
provided  for  in  the  Schedule. 

(b)  Once  each  month  (or  at  more  fre¬ 
quent  intervals,  if  approved  by  the  Con¬ 
tracting  Officer),  the  Contractor  may  sub¬ 
mit  to  an  authorized  representative  of  the 
Contracting  Officer,  in  such  form  and  rea¬ 
sonable  detail  as  such  representative  may 
require,  an  invoice  or  public  voucher  sup¬ 
ported  by  a  statement  of  cost  incurred  by 
the  Contractor  in  the  performance  of  this 
contract  and  claimed  to  constitute  allowable 
cost. 

(c)  Promptly  after  receipt  of  each  invoice 
or  voucher  and  statement  of  cost,  the  Gov¬ 
ernment  shall,  except  as  otherwise  provided 
in  this  contract,  subject  to  the  provisions 
of  (d)  below,  make  payment  thereon  as 
approved  by  the  Contracting  Officer.  Pay¬ 
ment  of  the  fixed  fee,  if  any,  shall  be  made 
to  the  Contractor  as  specified  in  the  Sched- 


11654 


RULES  AND  REGULATIONS 


/ 


ule;  Provided,  however,  That  after  payment 
of  eighty-five  percent  (85%)  of  the  fixed  fee 
set  forth  in  the  Schedule,  further  payment 
on  account  of  the  fixed  fee  shall  be  with¬ 
held  until  a  reserve  of  either  fifteen  percent 
(15%)  of  the  total  fixed  fee,  or  one  hundred 
thousand  dollars  ($100,000),  whichever  is 
less,  shall  have  been  set  aside. 

(d)  At  any  time  or  times  prior  to  final 
payment  under  this  contract,  the  Contract¬ 
ing  Officer  may  have  the  invoices  and  state¬ 
ments  of  cost  audited.  Each  payment 
theretofore  made  shall  be  subject  to  reduc¬ 
tion  for  amounts  included  in  the  related  in¬ 
voice  or  voucher  which  are  found  by  the 
Contracting  Officer,  on  the  basis  of  such 
audit,  not  to  constitute  allowable  cost.  Any 
payment  may  be  reduced  for  overpayments, 
or  increased  for  underpayments,  on  preced¬ 
ing  invoices  or  vouchers. 

(e)  On  receipt  and  approval  of  the  invoice 
or  voucher  designated  by  the  Contractor  as 
the  "completion  invoice”  or  "completion 
voucher”  and  upon  compliance  by  the  Con¬ 
tractor  with  all  the  provisions  of  this  con¬ 
tract  (Including,  without  limitation,  the 
provisions  relating  to  patents  and  the  pro¬ 
visions  of  (f)  below),  the  Government 
shall  promptly  pay  to  the  Contractor  any 
balance  of  allowable  cost,  and  any  part  of 
the  fixed  fee,  which  has  been  withheld  pur¬ 
suant  to  (c)  afcove,  or  otherwise  not  paid  to 
the  Contractor.  The  completion  invoice  or 
voucher  shall  be  submitted  by  the  Contractor 
promptly  following  completion  of  the  work 
under  this  contract  but  in  no  event  later 
than  one  (1)  year  (or  such  longer  period  as 
the  Contracting  Officer  may  in  his  discre¬ 
tion  approve  in  writing)  from  the  date  of 
such  completion. 

(f)  The  Contractor  agrees  that  any  re¬ 
funds,  rebates,  credits,  or  other  amounts  (in¬ 
cluding  any  interest  thereon)  accruing  to  or 
received  by  the  Contractor  or  any  assignee 
under  this  contract  shall  be  paid  by  the 
Contractor  to  the  Government,  to  the  extent 
that  they  are  properly  allocable  to  costs  for 
which  the  Contractor  has  been  reimbursed 
by  the  Government  under  this  contract. 
Reasonable  expenses  incurred  by  the  Con¬ 
tractor  for  the  purpose  of  securing  such  re¬ 
funds,  rebates,  credits,  or  other  amounts 
shall  be  allowable  costs  hereunder  when 
approved  by  the  Contracting  Officer.  Prior 
to  final  payment  under  this  contract,  the 
Contractor  and  each  assignee  under  this  con¬ 
tract  whose  assignment  is  in  effect  at  the 
time  of  final  payment  under  this  contract 
shall  execute  and  deliver: 

(i)  An  assignment  to  the  Government,  in 
form  and  substance  satisfactory  to  the  Con¬ 
tracting  Officer,  or  refunds,  rebates,  credits, 
cm-  other  amounts  (including  any  interest 
thereon)  properly  allocable  to  costs  for 
which  the  Contractor  has  been  reimbursed 
by  the  Government  under  this  contract:  and 

(ii)  A  release  discharging  the  Government, 
its  officers,  agents,  and  employees  from  all 
liabilities,  obligations,  and  claims  arising  out 
of  or  under  this  contract,  subject  only  to  the 
following  exceptions:  • 

(A)  Specified  claims  In  stated  amounts  or 
in  estimated  amounts  where  the  amounts  are 
not  susceptible  of  exact  statement  by  the 
Contractor; 

(B)  Claims,  together  with  reasonable  ex¬ 
penses  incidental  thereto,  based  upon  lia¬ 
bilities  of  the  Contractor  to  third  parties 
arising  out  of  the  performance  of  this  con¬ 
tract;  provided,  that  such  claims  are  not 
known  to  the  Contractor  on  the  date  of  the 
execution  of  the  release;  and  provided  fur¬ 
ther  that  the  Contractor  gives  notice  of  such 
claims  in  writing  to  the  Contracting  Officer 
not  more  than  six  (6)  years  after  the  date  of 
the  release  or  the  date  of  any  notice  to  the 
Contractor  that  the  Government  is  prepared 
to  make  final  payment,  whichever  is  earlier; 
and 

(C)  Claims  for  reimbursement  of  costs 
(other  than  expenses  of  the  Contractor  by 


reason  of  his  indemnification  of  the  Govern¬ 
ment  against  patent  liability),  including 
reasonable  expenses  incidental  thereto,  in¬ 
curred  by  the  Contractor  under  the  provi¬ 
sions  of  this  contract  relating  to  patents. 

(g)  Any  cost  incurred  by  the  Contractor 
under  the  terms  of  this  contract  which 
would  constitute  allowable  co6t  under  the 
provisions  of  this  clause  shall  be  included 
in  determining  the  amount  payable  under 
this  contract,  notwithstanding  any  provi¬ 
sions  contained  in  the  specifications  or  other 
documents  incorporated  in  this  contract  by 
reference,  designating  services  to  be  per¬ 
formed  or  materials  to  be  furnished  by  the 
Contractor  at  his  expense  or  without  cost 
to  the  Government. 

(b)  When,  pursuant  to  §  3.405-4  of 
this  chapter,  incentive  revision  of  the 
fee  in  a  cost-reimbursement  type  supply 
contract  is  to  be  provided,  the  clause  set 
forth  below  shall  be  included  in  the  con¬ 
tract.  Additional  instructions  for  use 
of  the  clause  are  in  paragraph  (c)  of  this 
section. 

Allowable  Cost,  Incentive  Fee,  and 
Payment  (Sept.  1962) 

(a) (1)  For  the  performance  of  this  con¬ 
tract,  the  Government  shall  pay  to  the  Con¬ 
tractor: 

(1)  The  cost  thereof  (hereinafter  referred 
to  as  “allowable  cost”)  determined  by  the  • 
Contracting  Officer  to  be  allowable  in  ac¬ 
cordance  with: 

(A)  Part  2  of  Section  XV  of  the  Armed 
Services  Procurement  Regulations  as  in  ef¬ 
fect  on  the  date  of  this  contract;  and 

(B)  The  terms  of  this  contract;  and 

(ii)  A  fee  determined  as  provided  in  this 
contract. 

(2)  The  target  cost  and  target  fee  of  this 
contract  are  set  forth  in  the  Schedule  and 
shall  be  subject  to  adjustment  in  accordance 
with  (h)  and  (i)  below.  As  used  through¬ 
out  this  contract  the  term: 

(i)  "Target  co6t”  means  the  estimated 
cost  of  this  contract  initially  negotiated, 
adjusted  in  accordance  with  (h)  below;  and 

(ii)  "Target  fee”  means  the  fee  which  was 
initially  negotiated  on  the  assumption  that 
this  contract  would  be  performed  for  a  cost 
equal  to  the  estimated  cost  of  this  contract 
initially  negotiated,  adjusted  in  accordance 
with  (h)  below. 

(b)  Once  each  month  (or  at  more  fre¬ 
quent  intervals,  if  approved  by  the  Contract¬ 
ing  Officer),  the  Contractor  may  submit  to 
an  authorized  representative  of  the  Con¬ 
tracting  Officer,  in  such  form  and  reasonable 
detail  as  such  representative  may  require, 
an  invoice  or  voucher  supported  by  a  state¬ 
ment  of  cost  incurred  by  the  Contractor  in 
the  performance  of  this  contract  and 
claimed  to  constitute  allowable  cost. 

(c)  Promptly. after  receipt  of  each  invoice 
or  voucher  and  statement  of  cost,  the  Gov¬ 
ernment  shall,  except  as  otherwise  provided 
in  this  contract,  subject  to  the  provisions 
of  (d)  below,  make  payment  thereon  as  ap¬ 
proved  by  the  Contracting  Officer,  Payment 
of  fee  shall  be  made  to  the  Contractor  as 
specified  in  the  Schedule;  provided,  however, 
that  after  payment  of  ninety-five  percent 
(95%)  of  the  minimum  fee  provided  for  in 
(i)  below,  further  payment  on  account  of  the 
fee  shall  be  withheld  until  a  reserve  or  either 
fifteen  percent  (15%)  of  the  target  fee,  or 
one^hundred  thousand  dollars  ($100,000), 
whichever  is  less,  shall  have  been  set  aside. 

(d)  At  any  time  or  times  prior  to  final  pay¬ 
ment  under  this  contract,  the  Contracting 
Officer  biay  have  the  invoices  or  vouchers 
and  statements  of  cost  audited.  Each  pay¬ 
ment  theretofore  made  shall  be  subject  to 
reduction  for  amounts  included  in  the  re¬ 
lated  invoice  or  voucher  which  are  found  by 
the  Contracting  Officer,  on  the  basis  of  such 
audit,  not  to  constitute  allowable  cost.  Any 


payment  may  be  reduced  for  overpayments, 
or  Increased  for  underpayments,  on  pre¬ 
ceding  invoices  or  vouchers. 

(e)  On  receipt  and  approval  of  the  invoice 
or  voucher  designated  by  the  Contractor  as 
the  "completion  invoice”  or  “completion 
voucher”  and  upon  compliance  by  the  Con¬ 
tractor  with  all  the  provisions  of  this  con¬ 
tract  (including,  without  limitation,  the  pro¬ 
visions  relating  to  patents  and  the  provi¬ 
sions  of  (f)  below),  the  Government  shall 
promptly  pay  to  the  Contractor  any  balance 
of  allowable  cost,  and  any  part  of  the  fee, 
which  has  been  withheld  pursuant  to  (c) 
above  or  otherwise  not  paid  to  the  Con¬ 
tractor.  The  completion  invoice  or  voucher 
shall  be  submitted  by  the  contractor  prompt¬ 
ly  following  completion  of  the  work  under 
this  contract  but  in  no  event  later  than  one 
(1)  year  (or  such  longer  period  as  the  Con¬ 
tracting  Officer  may  in  his  discretion  approve 
in  writing)  from  the  date  of  such  com¬ 
pletion. 

(f)  The  Contractor  agrees  that  any  re¬ 
funds,  rebates,  credits,  or  other  amounts  (in¬ 
cluding  any  interest  thereon)  accruing  to  or 
received  by  the  Contractor  or  any  assignee 
under  this  contract  shall  be  paid  by  the  Con¬ 
tractor  to  the  Government  to  the  extent 
that  they  are  properly  allocable  to  costs  for 
which  the  Contractor  has  been  reimbursed 
by  the  Government  under  this  contract. 
Reasonable  expenses  incurred  by  the  Con¬ 
tractor  for  the  purpose  of  securing  such  re¬ 
funds,  rebates,  credits,  or  other  amounts 
shall  be  allowable  costs  hereunder  when  ap¬ 
proved  by  the  Contracting  Officer.  Prior  to 
final  payment  under  this  contract,  the  Con¬ 
tractor  and  each  assignee  under  this  con¬ 
tract  whose  assignment  is  in  effect  at  the 
time  of  final  payment  under  this  contract  , 
shall  execute  and  deliver: 

(i)  An  assignment  to  the  Government,  in 
form  and  substance  satisfactory  to  the  Con¬ 
tracting  Officer,  of  refunds,  rebates,  credits, 
or  other  amounts  (including  any  interest 
thereon)  properly  allocable  to  costs  for  which 
the  Contractor  has  been  reimbursed  by  the 
Government  under  this  contract;  and 

(ii)  A  release  discharging  the  Government, 
its  officers,  agents,  and  employees  from  all 
liabilities,  obligations,  and  claims  arising 
out  of  or  under  this  contract,  subject  only 
to  the  following  exceptions: 

(A)  Specified  claims  in  stated  amounts  or 
in  estimated  amounts  where  the  amounts  are 
not  susceptible  of  exact  statement  by  the 
Contractor; 

(B)  Claims,  together  with  reasonable  ex¬ 
penses  incidental  thereto,  based  upon  liabili¬ 
ties  of  the  Contractor  to  third  parties  arising 
out  of  the  performance  of  this  contract; 
provided,  that  such  claims  are  not  know  to 
the  Contractor  on  the  date  of  the  execution 
of  the  release;  and  provided  further,  that  the 
Contractor  gives  notice  of  such  claims  in 
writing  to  the  Contracting  Officer  not  more 
than  six  (6)  years  after  the  date  of  the  re¬ 
lease  or  the  date  of  any  notice  to  the  Con¬ 
tractor  that  the  Government  is  prepared  to 
make  final  payment,  whichever  is  earlier; 
and 

(C)  Claims  for  reimbursement  of  costs 
(other  than  expenses  of  -the  Contractor  by 
reason  of  his  indemnification  of  the  Govern¬ 
ment  against  patent  liability),  including 
reasonable  expenses  incidental  thereto,  In¬ 
curred  by  the  Contractor  under  the  pro¬ 
visions  of  this  contract  relating  to  patents. 

Payments  under  the  assignment  and  the 
claims  excepted  from  the  release  shall  be 
subject  to  adjustment  by  reason  of  the 
adjustment  of  fee  in  accordance  with  (i) 
below. 

(g)  Any  cost  incurred  by  the  Contractor 
under  the  terms  of  this  contract  which  would 
constitute  allowable  cost  under  the  pro¬ 
visions  of  this  clause  shall  be  included  in 
determining  the  amount  payable  under  this 
contract,  notwithstanding  any  provisions 
contained  in  the  specifications  or  other 
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documents  incorporated  in  this  contract  by 
reference,  designating  services  to  be  per¬ 
formed  or  materials  to  be  furnished  by  the 
Contractor  at  his  expense  or  without  cost  to 
the  Government. 

(h)  When  the  work  under  this  contract 
(including  any  supplies  or  services  which 
are  ordered  separately  under,  or  otherwise 
added  to,  this  contract)  is  increased  or  de¬ 
creased  by  contract  modification,  appropriate 
adjustments  in  the  target  cost  and  target 
fee  shall  be  set  forth  in  an  amendment  or 
supplemental  agreement  to  this  contract. 

(i)  The  fee  payable  hereunder  shall  be  the 
target  fee  increased  by  (insert  contractor’s 
participation)  cents  for  every  dollar  by 
which  the  total  allowable  cost  is  less  than 
the  target  cost  or  decreased  by  (insert  con¬ 
tractor’s  participation)  cents  for  every  dol¬ 
lar  by  which  the  total  allowable  cost  exceeds 
the  target  cost.  In  no  event  shall  the  fee 

be  greater  than _ ;.  percent,  nor  less  than 

_ percent,  of  the  target  cost;  and  with¬ 
in  these  limits  such  fee  shall  be  subject  to 
adjustment,  by  reason  of  increase  or  decrease 
of  total  allowable  cost,  on  account  of  pay¬ 
ments  under  the  assignment  required  by 
(f)(1)  above,  and  claims  excepted  from  the 
release  required  by  (f )  (ii)  above. 

In  the  event  the  contracts  call  for  spare 
parts  or  other  supplies  and  services  which 
are  to  be  ordered  under  a  provisioning  docu¬ 
ment  or  Government  option,  the  following 
provision  (J)  shall  be  included: 

(J)  Compensation  for  supplies  (including 
spare  parts)  -and  services  which  are  to  be 
furnished  under  this  contract  pursuant  to 
a  provisioning  document  or  Government 
option  shall  be  determined  in  accordance 
with  the  provisions  of  this  clause  notwith¬ 
standing  any  inconsistent  provision  in  such 
provisioning  document  or  Government 
option. 

(c)(1)  In  the  foregoing  clauses,  sub¬ 
stitute  in  contracts  of  the  Department  of 
the  Navy  the  words  “the  Director,  Con¬ 
tract  Audit  Division,  Office  of  the  Comp¬ 
troller  of  the  Navy,  Washington,  D.C.” 
for  the  words  “the  Contracting  Officer” 
inline  2  paragraph  (a)  (1)  (i) ,  lines  1  and 
2  paragraph  (b) ,  line  3  paragraph  (c) , 
and  lines  1,  2,  and  4  paragraph  (d) .  For 
approvals  with  regard  to  fixed-price  type 
subcontracts  providing  for  progress  pay¬ 
ments,  pursuant  to  paragraph  (c)  of  the 
foregoing  clauses,  the  standards  shall  be 
the  same  as  those  governing  progress 
payments  on  fixed-price  type  prime  con¬ 
tracts,  as  provided  by  §  163.83  of  this 
chapter. 

(2)  in  paragraph  (f )  (ii)  (B)  of  the 
foregoing  clauses,  the  period  of  years 
may  be  increased  to  correspond  with  any 
statutory  period  of  limitation  applicable 
to  claims  of  third  parties  against  the 
contractor;  provided,  that  a  correspond¬ 
ing  increase  is  made  in  the  period  for  re¬ 
tention  of  records  required  in  paragraphs 
(a)  (4)  of  the  clause  set  forth  in 
§  7.203-7. 

(3)  In  paragraph  (c)  of  the  clauses  set 
forth  in  paragraphs  (a)  and  (b)  of  this 
section,  the  percentages  and  amounts 
set  forth  therein  may  be  varied  in  ac¬ 
cordance  with  Departmental  procedures, 
except  that  the  percentage  of  minimum 
fee  in  the  incentive  fee  clause  shall  not 
exceed  95  percent. 

(4)  The  measure  of  the  increase  and 
the  decrease  in  the  fee,  representing 
‘‘the  contractor’s  participation”  as  set 
forth  in  paragraph  (i)  of  the  incentive 
fee  clause  in  paragraph  (b)  of  this  sec¬ 
tion,  shall  normally  be  the  same.  Under 


some  circumstances  the  use  of  a  sliding 
scale  may  be  appropriate  (for  example, 
$0.01  for  the  first  $100,  $0.02  for  the  next 
$100,  etc.)  in  which  case  necessary 
changes  in  the  wording  of  paragraph  (i) 
of  the  clause  in  paragraph  (b)  of  this 
section  are  authorized.  The  maximum 
and  minimum  fee  shall  normally  be  equi¬ 
distant  from  the  target  fee. 

(5)  In  the  case  of  cost-sharing  con¬ 
tracts  and  cost-reimbursement  type  sup¬ 
ply  contracts  without  fee: 

(i)  Insert  the  following  sentence  in 
lieu  of  the  second  sentence  of  paragraph 
(c)  of  the  clauses  set  forth  in  paragraphs 

(a)  and  (b)  of  this  section,  except  that, 
if  the  contract  does  not  provide  for  cost¬ 
sharing,  delete  the  parenthetical  refer¬ 
ences  to  the  Government’s  share : 

After  payment  of  an  amount  equal  to 
eighty  percent  (80%)  of  (the  Government’s 
share  of)  the  total  estimated  cost  of  per¬ 
formance  of  this  contract  set  forth  in  the 
Schedule,  further  payment  on  account  of 
allowable  cost  shall  be  withheld  until  a  re¬ 
serve  of  either  one  percent  (1%)  of  (the 
Government’s  share  of)  such  total  estimated 
cost,  or  one  hundred  thousand  dollars 
($100,000),  whichever  is  less,  shall  have  been 
set  aside. 

(ii)  Delete  the  words  "and  any  part  of 
the  fixed  fee”  from  paragraph  (e)  of  the 
clause  set  forth  in  paragraph  (a)  of  this 
section;  and 

(iii)  In  the  contracts  which  provide 
for  cost-sharing,  change  paragraph  (a) 
of  the  clause  set  forth  in  paragraph  (a) 
of  this  section  as  follows,  except  in  con¬ 
tracts  of  the  Department  of  the  Navy, 
substitute  the  words  “the  Director,  Con¬ 
tract  Audit  Division,  Office  of  the  Comp¬ 
troller  of  the  Navy,  Washington,  D.C.” 
for  the  words  “the  Contracting  Officer”; 

(a)(1)  The  allowability  of  costs  incurred 
in  the  performance  of  this  contract  shall 
be  determined  by  the  Contracting  Officer  in 
accordance  with: 

(1)  Part  2  of  Section  XV  of  the  Armed 
Services  Procurement  Regulation  as  in  ef¬ 
fect  on  the  date  of  this  contract;  and 

(ii)  The  terms  of  this  contract. 

24.  In  §  7.203-7,  paragraphs  (a)  and 
(c)  (1)  are  revised  as  follows: 

§  7.203—7  Records. 

(a)  Except  as  provided  in  paragraph 

(b)  of  this  section,  and  in  §  6.701  of  this 
chapter,  insert  the  following  clause: 

Records  (Sept.  1962) 

(a)  (1)  The  Contractor  agrees  to  maintain 
books,  records,  documents,  and  other  evi¬ 
dence  pertaining  to  the  costs  and  expenses 
of  this  contract  (hereinafter  collectively 
called  the  “records”)  to  the  extent  and  in 
such  detail  as  will  properly  reflect  all  net 
costs,  direct  and  indirect,  of  labor,  materials, 
equipment,  supplies  and  services,  and  other 
costs  and  expenses  of  whatever  nature  for 
which  reimbursement  is  claimed  under  the 
provisions  of  this  contract.  The  Contrac¬ 
tor’s  accounting  procedures  and  practices 
shall  be  subject  to  the  approval  of  the  Con¬ 
tracting  Officer  provided,  ‘however,  that  no 
material  change  will  be  required  to  be  made 
in  the  Contractor’s  accounting  procedures 
and  practices  if  they  conform  to  generally 
accepted  accounting  practices  and  if  the 
costs  properly  applicable  to  this  contract  are 
readily  ascertainable  therefrom. 

(2)  The  Contractor  agrees  to  make  avail¬ 
able  at  the  office  of  the  Contractor  at  all 
reasonable  times  during  the  period  set  forth 
in  subparagraph  (4)  below  any  of  the  records 


for  inspection,  audit  or  reproduction  by 
any  authorized  representative  of  the  Depart¬ 
ment  or  of  the  Comptroller  General. 

(3)  In  the  event  the  Comptroller  General 
or  any  of  his  duly  authorized  representa¬ 
tives  determines  that  his  audit  of  the 
amounts  reimbursed  under  this  contract  as 
transportation  charges  will  be  made  at  a 
place  other  than  the  office  of  the  Contractor, 
the  Contractor  agrees  to  deliver,  with  the 
reimbursement  voucher  covering  such 
charges  or  as  may  otherwise  specified  within 
two  years  after  reimbursement  of  charges 
covered  by  any  such  voucher,  to  such  repre¬ 
sentative  as  may  be  designated  for  that 
purpose  through  the  Contracting  Officer,  such 
documentary  evidence  in  support  of  trans¬ 
portation  costs  as  may  be  required  by  the 
Comptroller  General  or  any  of  his  duly 
authorized  representatives. 

(4)  Except  for  documentary  evidence  de¬ 
livered  to  the  Government  pursuant  to  sub- 
paragraph  (3)  above,  the  Contractor  shall 
preserve  and  make  available  his  records  (i) 
for  a  period  of  three  years  from  the  date  of 
final  payment  under  this  contract,  and  (ii) 
for  such  longer  period,  if  any,  as  is  required 
by  applicable  statute,  by  any  other  clause 
of  this  contract,  or  by  (A)  or  (B)  below. 

(A)  If  this  contract  is  completely  or  par¬ 
tially  terminated,  the  records  relating  to 
the  work  terminated  shall  be  preserved  and 
made  available  for  a  period  of  three  years 
from  the  date  of  any  resulting  final 
settlement. 

(B)  Records  which  relate  to  (i)  appeals 
under  the  Disputes  clause  of  this  contract, 
(ii)  litigation  or  the  settlement  of  claims 
arising  out  of  the  performance  of  this  con¬ 
tract,  or  (iii)  cost  and  expenses  of  this 
contract  as  to  which  exception  has  been 
taken  by  the  Comptroller  General  or  any 
of  his  duly  authorized  representatives,  shall 
be  retained  by  the  Contractor  until  such  ap¬ 
peals,  litigation,  claims,  or  exceptions  have 
been  disposed  of. 

(5)  Except  for  documentary  evidence  de¬ 
livered  pursuant  to  subparagraph  (3)  above, 
and  the  records  described  in  subparagraph 
(4)  (B)  above,  the  Contractor  may  in  ful¬ 
fillment  of  his  obligation  to  retain  his  rec¬ 
ords  as  required  by  this  clause  substitute 
photographs,  microphotographs,  or  other  au¬ 
thentic  reproductions  of  such  records,  after 
the  expiration  of  two  years  following  the 
last  day  of  the  month  of  reimbursement  to 
the  Contractor  of  the  invoice  or  voucher  to 
which  such  records  relate,  unless  a  shorter 
period  is  authorized  by  the  Contracting  Offi¬ 
cer  with  the  concurrence  of  the  Comptroller 
General  or  his  duly  authorized  representa¬ 
tive. 

(6)  The  provisions  of  this  paragraph  (a), 
including  this  subparagraph  (6),  shall  be  ap¬ 
plicable  to  and  included  in  each  subcontract 
hereunder  which  is  on  a  cost,  cost-plus-a- 
fixed-fee,  time- and -material  or  labor-hour 
basis. 

(b)  The  Contractor  further  agrees  to  in¬ 
clude  in  each  of  his  subcontracts  hereunder, 
othdi-  than  those  set  forth  in  subparagraph 
(a)(6)  above,  a  provision  to  the  effect  that 
the  subcontractor  agrees  that  the  Comptrol¬ 
ler  General  or  the  Department,  or  any  of 
their  duly  authorized  representatives,  shall, 
until  the  expiration  of  three  years  after  final 
payment  under  the  subcontract,  have  access 
to  and  the  right  to  examine  any  directly  per¬ 
tinent  books,  documents,  papers,  and  records 
of  such  subcontractor,  involving  transac¬ 
tions  related  to  the  subcontract.  The  term 
“subcontract,”  as  used  in  this  paragraph  (b) 
only,  excludes  (i)  purchase  orders  not  ex¬ 
ceeding  $2,500  and  (ii)  subcontracts  or  pur¬ 
chase  orders  for  public  utility  services  at 
rates  established  for  uniform  applicability 
to  the  general  public. 

In  the  foregoing  clause,  substitute  in  con¬ 
tracts  of  the  Department  of  the  Navy  “the 
Director.  Contract  Audit  Division,  Office  of 
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the  Comptroller  of  the  Navy,  Washington, 
D.C.”  for  the  words  “the  Contracting  Officer” 
in  subparagraphs  (a)(1)  and  (a)(3). 

•  *  *  *  * 

(C)  *  *  * 

(1)  Upon  request  of  the  Contractor 
for  a  reduction  in  the  retention  require¬ 
ment  in  designated  existing  contracts, 
the  Contracting  Officer  may  amend  any 
such  contracts,  individually  or  by 
blanket  agreement,  by  substituting  the 
appropriate  clause  from  paragraphs  (a) 
and  (b)  of  this  section.  If  the  Con¬ 
tracting  Officer  deems  it  more  expedient, 
he  may  instead  notify  the  Contractor  by 
letter,  with  copies  to  the  Comptroller 
General,  that  with  respect  to  designated 
contracts  the  purchasing  activity  there¬ 
by  waives  any  requirement  for  retention 
of  records  beyond  three  years  after  the 
date  of  final  payment  under  the  contract 
(or,  in  the  case  of  records  relating  to  a 
separate  period  of  performance  of  the 
kind  referred  to  in  the  alternate  sub- 
paragraph  (a)(4)  of  the  clause,  set  forth 
in  paragraph  (b)  of  this  section,  beyond 
three  years  from  the  date  of  payment  of 
the  voucher  or  invoice  submitted  by  the 
Contractor  after  the  completion  of  the 
work  performed  during  any  such  sepa¬ 
rate  period  of  performance). 

•  •  *  *  * 

25.  In  §  7.203-8,  revise  the  last  2  sen¬ 
tences;  revise  §  7.203-12;  add  new 
§  7.204-22;  and  revise  §  7.205-6,  as  fol¬ 
lows: 

§  7.203—8  Subcontracts. 

•  •  *  *  • 

The  requirement  for  the  certificate  pre¬ 
scribed  by  paragraph  (b)  (3)  of  the 
clause  above  may  be  waived  at  the  dis¬ 
cretion  of  the  contracting  officer  if  he  is 
satisfied  that  the  price  has  been  based  on 
effective  competition,  prices  established 
in  the  commercial  open  market,  or  prices 
set  by  law  or  regulation.  When  re¬ 
quired,  the  certificate  shall  be  in  the 
form  set  forth  in  §  3.807-7  of  this  chap¬ 
ter  appropriately  modified  to  reflect  that 
it  is  a  certificate  to  a  prime  contractor, 
rather  than  to  the  Government. 

§  7.203—12  Disputes. 

Insert  the  contract  clause  set  forth  in 
§  7.103-12.  In  contracts  of  the  Depart¬ 
ment  of  the  Navy,  the  foregoing  clause 
shall  be  modified  to  provide  for  decision 
by  the  Director,  Contract  Audit  Division, 
Office  of  the  Comptroller  of  the  Navy, 
Washington,  D.C.,  of  any  dispute  con¬ 
cerning  a  question  as  to  the  allowability 
of  cost.  The  decision  of  the  Contracting 
Officer  or  of  the  Director,  Contract  Audit 
Division,  Office  of  the  Comptroller  of  the 
Navy,  as  the  case  may  be,  shall,  if  mailed, 
be  sent  by  certified  mail,  return  receipt 
requested. 

§  7.204—22  Duty-free  entry. 

In  accordance  with  the  requirements 
of  §  6.603-2  of  this  chapter,  insert  either 
or  both  of  the  clauses  set  forth  in 
§  6.603-3  of  this  chapter. 

§  7.205—6  Material  inspection  and  re¬ 
ceiving  report. 

The  contract  clause  set  forth  in 
§  7.105-7  may  be  inserted. 


26.  Add  new  §  7.303-18,  and  revise 
§§  7.402-2,  7.402-3  and  7.402-26 (a),  as 
follows: 

§  7.303—18  Duty-free  entry. 

In  accordance  with  the  requirements 
of  §  6.603-2  of  this  chapter,  insert  either 
or  both  of  the  clauses  set  forth  in 
§  6.603-3  of  this  chapter,  as  appropriate. 

§  7.402—2  Limitation  of  cost. 

(a)  The  following  clause  shall  be  used 
in  cost-reimbursement  type  research  and 
development  contracts  which  do  not  pro¬ 
vide  for  cost-sharing. 

Limitation  of  Cost  (Feb.  1959) 

(a)  It  is  estimated  that  the  total  cost  to 
the  Government,  exclusive  of  any  fixed  fee, 
for  the  performance  of  this  contract  will  not 
exceed  the  estimated  cost  set  forth  in  the 
Schedule,  and  the  Contractor  agrees  to  use 
his  best  efforts  to  perform  the  work  specified 
in  the  Schedule,  and  all  obligations  under 
this  contract  within  such  estimated  cost.  If 
at  any  time  the  Contractor  has  reason  to  be¬ 
lieve  that  the  co6t  which  he  expects  to  in¬ 
cur  in  the  performance  of  this  contract  in 
the  next  succeeding  sixty  (60)  days,  when 
added  to  all  costs  previously  incurred,  will 
exceed  seventy-five  percent  (75%)  of  the 
estimated  cost  then  set  forth  in  the  Schedule, 
or  if  at  any  time,  the  Contractor  has  reason 
to  believe  that  the  total  cost  to  the  Govern¬ 
ment,  exclusive  of  any  fixed  fee,  for  the  per¬ 
formance  of  this  contract  will  be  substan¬ 
tially  greater  or  less  than  the  then  estimated 
cost  thereof,  the  Contractor  shall  notify  the 
Contracting  Officer  in  writing  to  that  effect, 
giving  the  revised  estimate-  of  such  total 
cost  for  the  performance  of  this  contract. 

(b)  The  Government  shall  not  be  obli¬ 
gated  to  reimburse  the  Contractor  for  costs 
incurred  in  excess  of  the  estimated  cost  set 
forth  in  the  Schedule,  and  the  Contractor 
shall  not  be  obligated  to  continue  perform¬ 
ance  under  the  contract  or  to  incur  costs  in 
excess  of  the  estimated  cost  set  forth  in  the 
Schedule,  unless  and  untfi  the  Contracting 
Officer  shall  have  notified  the  Contractor  in 
writing  that  such  estimated  cost  has  been 
increased  and  shall  have  specified  in  such 
notice  a  revised  estimated  cost  which  shall 
thereupon  constitute  the  estimated  cost  of 
performance  of  this  contract.  When  and  to 
the  extent  that  the  estimated  cost  set  forth 
in  the  Schedule  has  been  increased,  any 
costs  incurred  by  the  Contractor  in  excess 
of  such  estimated  cost  prior  to  the  Increase 
in  estimated  cost  shall  be  allowable  to  the 
same  extent  as  if  such  costs  had  been  in¬ 
curred  after  such  increase  in  estimated  co6t. 

The  words  “exclusive  of  any  fixed  fee",  oc¬ 
curring  twice  in  paragraph  (a)  of  the  fore¬ 
going  clause,  may  be  deleted  in  any  contract 
not  providing  for  the  payment  of  a  fixed  fee. 

(b)  The  following  clause  shall  be  used 
in  cost-reimbursement  type  research 
and  development  contracts  which  pro¬ 
vide  for  cost-sharing.  The  contract 
schedule  shall  embody  a  cost-sharing 
formula  agreed  upon  by  the  parties  prior 
to  execution  of  the  contract.  This 
formula  shall  provide  for  the  ratio  of 
cost-sharing  with  regard  to  both  the 
originally  established  total  estimated 
cost  and  any  increases  thereto,  pursuant 
to  (b)  of  the  clause. 

Limitation  of  Cost  (Cost-Shabing) 

*  (Sept.  1962) 

(a)  It  is  estimated  that  the  cost  to  the 
Government  for  the  performance  of  this 
contract  will  not  exceed  the  estimated  cost 
to  the  Government  set  forth  in  the  Schedule, 
and  the  Contractor  agrees  to  use  his  best 


efforts  to  perform  the  work  specified  in  the 
Schedule  and  all  obligations  under  this  con. 
tract  within  such  estimated  cost  to  the 
Government  plus  the  share  of  the  cost  oi 
performance  agreed  to  be  borne  by  the  Con- 
tractor,  as  set  forth  in  the  Schedule.  If  at 
any  time  the  Contractor  has  reason  to  believe 
that  the  costs  which  he  expects  to  be  in- 
curred  in  the  performance  of  this  contract  in 
the  next  succeeding  sixty  (60)  days,  when 
added  to  all  costs  previously  incurred,  will 
exceed  seventy-five  percent  (75%)  of  the 
estimated  total  cost  to  the  Government  and 
to  the  Contractor  then  set  forth  in  the 
Schedule,  or  if  at  any  time  the  Contractor 
has  reason  to  believe  that  the  total  cost  for 
the  performance  of  this  contract  will  be 
substantially  greater  or  less  than  the  then 
estimated  total  cost  thereof,  the  Contractor 
shall  notify  the  Contracting  Officer  in  writ¬ 
ing  to  that  effect,  giving  the  revised  estimate 
of  such  total  cost  for  the  performance  of  this 
contract. 

(b)  The  Government  shall  not  be  obli¬ 
gated  to  reimburse  the  Contractor  for  cost* 
incurred  in  excess  of  the  estimated  cost  to 
the  Government  set  forth  in  the  Schedule, 
and  the  Contractor  shall  not  be  obligated  to 
continue  performance  under  the  contract  or 
to  incur  costs  in  excess  of  the  estimated  total 
cost  set  forth  in  the  Schedule,  unless  and 
until  the  Contracting  Officer  shall  have  noti- 
fled  the  Contractor  in  writing  that  such 
estimated  total  cost  has  been  increased  and 
has  specified  in  such  notice  a  revised  esti- 
'mated  total  cost  which  shall  thereupon 
constitute  the  estimated  cost  of  performance 
of  this  contract.  The  increase  in  such  esti- 
mated  total  cost  shall  be  allocated  in  accord¬ 
ance  with  the  formula  set  forth  in  the 
Schedule  governing  such  increases.  When 
and  to  the  extent  that  the  estimated  total 
cost  set  forth  in  the  Schedule  has  been  in¬ 
creased,  any  costs  incurred  by  the  Contractor 
in  excess  of  such  estimated  total  cost  prior 
to  the  increase  in  such  estimated  total  cost 
shall  be  allowable  to  the  same  extent  as  If 
such  costs  had  been  incurred  after  such 
increase. 

(c)  The  tvords  “Task  Order”  or  other 
appropriate  designation  may  be  substi¬ 
tuted,  as  appropriate,  for  the  word 
“Schedule”  wherever  that  word  appears 
in  the  clauses  set  out  in  paragraphs  (a) 
and  (b)  of  this  section.  Where  a  con¬ 
tract  is  of  the  installment  type,  the 
clauses  may  be  appropriately  modified  in 
accordance  with  Departmental  pro¬ 
cedures. 

§  7.402—3  Allowable  cost,  fixed  fee,  and 
payment. 

(a)  Subject  to  the  instructions  set 
forth  in  paragraph  (b)  of  this  section, 
insert  the  following  clause. 

Allowable  Cost,  Fixed  Fee,  and  Payment 
(Sept.  1962) 

(a)  For  the  performance  of  this  contract, 
the  Government  shall  pay  to  the  Contractor: 

(i)  The  cost  thereof  (hereinafter  referred 
to  as  “allowable  cost”)  determined  by  tbe 
Contracting  Officer  to  be  allowable  in  &«* 
cordance  with: 

(A)  Part  2  of  Section  XV  of  the  Armed 
Services  Procurement  Regulation  as  in  effect 
on  the  date  of  this  contract:  and 

(B)  The  terms  of  this  contract;  and 

(ii)  Such  fixed  fee,  if  any,  as  may  be  pro¬ 
vided  for  in  the  Schedule. 

(b)  Once  each  month  ( or  at  more  frequent 
intervals,  if  approved  by  the  Contracting 
Officer),  the  Contractor  may  submit  to  an 
authorized  representative  of  the  Contracting 
Officer,  in  such  form  and  reasonable  detail 
as  such  representative  may  require,  an  in¬ 
voice  or  public  voucher  supported  by  a  state¬ 
ment  of  cost  incurred  by  the  Contractor  in 
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therein.  If  the  contractor  claims  par¬ 
tial  immunity  from  tort  liability  as  a 
state  agency  or  as  a  charitable  institu¬ 
tion  (as  where  work  may  be  performed 
under  the  contract  in  a  place  or  under 
conditions  where  the  contractor  is  not 
immune  from  tort  liability),  the  follow¬ 
ing  may  be  added  to  the  clause  in 
§  7.203-22 : 

(e)  Notwithstanding  paragraphs  (a)  and 
(c)  of  this  clause,  (1)  the  Government  does 
not  assume  any  liability  to  third  persons, 
nor  will  the  Government  reimburse  the  Con¬ 
tractor  for  his  liability  to  third  persons, 
with  respect  to  loss  due  to  death,  bodily  In¬ 
jury,  or  damage  to  property  resulting  in  any 
way  from  the  performance  of  this  contract 
or  any  subcontract  hereunder;  and  (11)  the 
Contractor  need  not  procure  or  maintain  in¬ 
surance  coverage  as  provided  In  paragraph 
(a)  of  this  clause;  provided,  the  Contractor 
may  obtain  any  Insurance  coverage  he  deems 
necessary  subject  to  approval  by  the  Con¬ 
tracting  Officer  as  to  form,  amount,  and  du¬ 
ration,  in  which  event  the  Contractor  shall 
be  reimbursed  (A)  for  the  cost  of  such 
insurance  and  (B)  to  the  extent  provided 
in  paragraph  (c)  above,  for  liabilities  to 
third  persons  for  which  the  Contractor  has 
obtained  Insurance  coverage  as  provided  In 
this  paragraph,  but  for  which  such  coverage 
is  insufficient  in  amount.  (SEP.  1962) 

In  the  foregoing  clause,  substitute  in 
contracts  of  the  Department  of  the  Navy 
the  words  “the  Director,  Contract  Audit 
Division,  Office  of  the  Comptroller  of  the 
Navy,  Washington,  D.C.”  for  the  words 
“the  Contracting  Officer”. 

*  *  •  *  • 

27.  Add  new  §  7.403-17;  revise  §  7.503- 
4;  in  §  7.602-6,  revise  the  last  2  sentences 
of  paragraph  (a) ;  and  add  new  §  7.603- 
19,  as  follows; 

§  7.403—17  Duly  free  entry. 

In  accordance  with  the  requirements  of 
§  6.603-2  of  this  chapter,  insert  either  or 
both  of  the  clauses  set  forth  in  §  6.603-3 
of  this  chapter,  as  appropriate. 

§  7.303—4  Disputes. 

Insert  the  contract  clause  set  forth  in 
§  7.103-12.  The  decision  shall,  if  mailed, 
be  sent  by  certified  mail,  return  receipt 
requested. 

§  7.602—6  Disputes. 

(a)  *  *  *  In  accordance  with  Depart¬ 
mental  procedures,  the  foregoing  clause 
may  be  modified  to  provide  for  inter¬ 
mediate  appeal  in  oversea  areas.  The 
decision  shall,  if  mailed,  be  sent  by  certi¬ 
fied  mail,  return  receipt  requested. 

*  •  *  *  * 

§  7.603—19  Duty  free  entry. 

In  accordance  with  the  requirements 
of  §  6.603-2  of  this  chapter,  insert  either 
or  both  of  the  clauses  set  forth  in  §  6.603- 
3  of  this  chapter,  as  appropriate. 


PART  8— TERMINATION  OF 
CONTRACTS 

28.  Revise  §§  8.402,  8.403,  8.404,  8.404-1 
and  8.404-2,  and  add  new  §§  8.404-3, 
8.404.4,  8.404-5,  8.404-6,  8.404-7  and 
8.404-8,  as  follows: 

§  8.402  Discontinuance  of  vouchers. 

(a)  When  the  contract  has  been  com¬ 
pletely  terminated,  the  contractor  shall 


not  use  Standard  Form  1034  (Public 
Voucher)  after  the  last  day  of  the  sixth 
month  following  the  month  in  which  the 
termination  notice  is  effective;  however, 
he  may  elect  to  discontinue  the  use  of 
such  vouchers  at  any  time  prior  thereto. 
When  the  contractor  has  vouchered  out 
all  costs  within  the  six-month  period,  his 
claim  for  fee,  if  any,  may  be  submitted  on 
DD  Form  547  (see  §  8.803)  or  by  letter 
appropriately  certified.  The  contractor 
must  substantiate  the  amount  of  the  fee 
he  claims.  The  claim  for  fee  must  be 
submitted  to  the  contracting  officer 
within  one  year  from  the  effective  date  of 
termination,  unless  the  period  has  been 
extended  in  accordance  with  the  terms 
of  the  contract.  When  the  use  of 
vouchers  has  been  discontinued,  all  un- 
vouchered  costs  and  claim  for  fee,  if  any, 
shall  thereafter  be  submitted  in  accord¬ 
ance  with  §  8.404. 

(b)  When  the  contract  has  been  par¬ 
tially  terminated,  the  provisions  of 
§  8.405  shall  be  applied. 

§  8.403  Notice  to  the  General  Account¬ 
ing  Office. 

The  contracting  officer  shall  promptly 
send  a  copy  of  the  notice  of  termination 
to  the  General  Accounting  Office.  In  ad¬ 
dition,  he  shall  advise  that  Office  of  the 
date  on  which  the  six-month  vouchering 
period  will  expire,  or  of  the  contractor’s 
election  to  discontinue  the  use  of  Stand¬ 
ard  Form  1034  prior  to  expiration  of  the 
six-month  period. 

§  8.404  Procedure  after  vouchers  are 
discontinued. 

§  8.404—1  Submission  of  settlement  pro¬ 
posal. 

The  contractor  shall  submit  a  settle¬ 
ment  proposal  covering  his  costs  and  his 
claim  for  a  fee,  if  any.  Such  proposal 
shall  be  submitted  to  the  contracting 
officer  within  one  year  from  the  effective 
date  of  termination,  unless  the  period 
has  been  extended  in  accordance  with 
the  terms  of  the  contract  and  in  the  form 
prescribed  in  §  8.803,  unless  the  Head  of 
the  Procuring  Activity  concerned  author¬ 
izes  modification  thereof.  The  pro¬ 
posal  shall  contain  only  unvouchered 
costs,  and  the  contractor  may  not  include 
in  such  proposal  costs  which: 

(a)  Have  been  finally  disallowed  by 
the  contracting  officer  (in  the  case  of 
the  Navy,  the  Director,  Contract  Audit 
Division,  Office  of  the  Comptroller  of  the 
Navy,  Washington,  D.C.)  or  the  General 
Accounting  Office;  or  \ 

(b)  Are  the  subject  of  a  reclaim 
voucher,  or  any  costs  of  a  similar  nature. 

§  8.404—2  Interim  negotiations. 

The  contracting  officer  and  the  con¬ 
tractor  shall  proceed  immediately  to  take 
all  action  required  by  the  termination 
clause  of  the  contract  and  by  this  part 
(including  negotiation  of  settlements 
with  fixed-price  subcontractors) ,  but  no 
final  settlement  agreement  shall  be  ex¬ 
ecuted  until  there  has  beep  full  com¬ 
pliance  with  §§  8.404-5  through  8.404-7. 

§  8.404—3  Partial  payments. 

Requests  for  partial  payments  shall 
be  made  and  processed  in  accordance 
with  §  8.212-1. 


§  8.404—4  Adjustment  of  overhead  cost*. 

(a)  If  the  contract  contains  a  nego¬ 
tiated  overhead  rate  clause  (see  §  3.704 
of  this  chapter)  and  it  appears  that  ad¬ 
justment  of  overhead  costs  applicable  to 
vouchered  costs  under  the  procedure 
established  for  determining  such  nego¬ 
tiated  overhead  rates  will  unduly  delay 
final  settlement,  the  contracting  officer 
after  obtaining  appropriate  information 
from  the  cognizant  auditor  may  agree 
with  the  contractor: 

(1)  To  negotiate  the  amount  of  over¬ 
head  for  the  contract  for  the  period  for 
which  fixed  overhead  rates  have  not  pre¬ 
viously  been  negotiated,  based  upon 
audit  recommendations  requested  by  the 
contracting  officer  for  such  purpose;  or 

(2)  That  any  overhead  adjustment 
shall  be  reserved  in  the  final  settlement 
agreement,  pending  establishment  of 
negotiated  rates  in  accordance  with  Sub¬ 
part  G,  Part  3  of  this  chapter. 

(b)  When  an  amount  of  overhead  is 
negotiated  pursuant  to  paragraph  (a)  (1) 
of  this  section,  the  contractor  will  elim¬ 
inate  such  overhead  and  the  related  di¬ 
rect  costs  on  which  it  was  based  from 
the  total  pool  and  base  used  to  compute 
overhead  for  other  contracts  performed 
during  the  applicable  accounting  period. 

§  8.404—5  Information  concerning  prt- 
vious  cost  vouchers. 

(a)  The  contracting  officer  (in  the 
case  of  the  Navy,  the  Director,  Office  of 
the  Comptroller  of  the  Navy  (Contract 
Audit  Division) ,  Washington,  D.C.) ,  shall 
notify  the  appropriate  disbursing  officer 
in  writing  of  the  number  of  the  last 
Standard  Form  1034  cost  voucher  sub¬ 
mitted  to  him  for  payment. 

(b)  Within  10  days  from  the  date  of 
payment  of  the  last  Standard  Form  1034 
voucher  or  from  the  date  of  receipt  of 
the  notice  referred  to  in  paragraph  (a) 
of  this  section,  whichever  is  later,  the 
disbursing  officer  shall  prepare  and 
transmit  to  the  contracting  officer  a  list 
of  all  Standard  Form  1034  vouchers  paid 
under  the  contract,  showing  (1)  disburs¬ 
ing  officer  voucher  number;  (2)  amount 
of  voucher;  (3)  date  of  payment;  (4) 
disbursing  officer’s  name;  symbol,  and 
address;  and  (5)  total  amount  of  vouch¬ 
ers  paid.  The  contracting  officer  shall 
verify  the  number  and  amounts  of  the 
vouchers  listed  against  the  records  of  the 
procuring  activity  and  if  any  discrep¬ 
ancies  exist,  shall  request  the  disbursing 
officer  to  reconcile  them.  After  recon¬ 
ciliation,  the  verified  list  shall  be  re¬ 
turned  to  the  disbursing  officer.  (In  the 
case  of  the  Navy,  the  disbursing  officer 
shall,  in  lieu  of  transmitting  the  list  of 
vouchers  to  the  contracting  officer, 
transmit  it  to  the  Office  of  the  Comptrol¬ 
ler  of  the  Navy  (Contract  Audit  Divi¬ 
sion)  ,  for  verification.) 

§  8.404—6  Notice  to  General  Accounting 
Officer  of  audit  status  date. 

Upon  receipt  of  the  verified  list  of 
vouchers,  the  disbursing  officer  shall  im¬ 
mediately  transmit,  a  Notice  of  Audit 
Status  Date  (DD  Form  547s)  by  certified 
mail  (return  receipt  requested)  to  the 
Regional  Office  of  the  General  Account¬ 
ing  Office  zone  in  which  the  work  on  the 
terminated  contract  was  being  per* 
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formed.  Such  notice  fixes  as  the  “Audit 
Status  Date”  (a)  the  day  60  days  from 
the  date  of  the  receipt  of  the  notice  by 
the  General  Accounting  Office,  or  (b)  the 
date  of  the  receipt  by  the  procuring  ac¬ 
tivity  of  the  final  General  Accounting 
Office  audit  status  letter,  whichever  is 
earlier.  The  disbursing  officer  shall  send 
a  copy  of  the  notice  to  the  contracting 
officer  (in  the  case  of  the  Navy,  also  to 
the  Office  of  the  Comptroller  of  the  Navy 
(Contract  Audit  Division) ) ,  and  shall 
state  when  the  notice  was  received  by 
the  General  Accounting  Office. 

1 8.404—7  Exceptions  by  the  General 
Accounting  Office. 

(a)  During  the  first  30  days  after  re¬ 
ceipt  by  it  of  the  audit  status  notice,  the 
General  Accounting  Office  will  continue 
to  issue  informal  inquiries  before  issuing 
exceptions;  thereafter  and  until  the  au¬ 
dit  status  date,  it  will  issue  exceptions 
without  issuing  informal  inquiries.  Only 
those  exceptions  listed  in  the  General 
Accounting  Office  final  audit  status  let¬ 
ter  will  be  considered  as  outstanding  at 
that  time;  all  informal  inquiries  will 
either  be  converted  by  the  General  Ac¬ 
counting  Office  to  exceptions  at  the  time 
of  issuance  of  that  letter  or  be  deemed 
to  have  been  cleared.  Upon  receipt  of 
replies  to  exceptions,  the  General  Ac¬ 
counting  Office  will  promptly  furnish  no¬ 
tice  that  the  reply  is  satisfactory  or  will 
promptly  issue  a  revised  exception.  No 
exceptions  (other  than  pro  forma  ex¬ 
ceptions)  will  be  issued  after  the  audit 
status  date. 

(b)  All  replies  to  exceptions  and  in¬ 
formal  inquiries  shall  advise  the  General 
Accounting  Office  of  the  disposition  to  be 
made  of  the  particular  item  in  the  final 
settlement  and  shall  contain  complete  in¬ 
formation  justifying  the  payments  in 
question.  Replies  shall  be  submitted 
promptly.  After  the  audit  status  date, 
a  final  attempt  shall  be  made  by  the 
contracting  officer  to  clear  with  the  Gen¬ 
eral  Accounting  Office  all  outstanding  ex¬ 
ceptions  and  reclaim  vouchers  prior  to 
final  settlement. 

§  8.404—8  Final  settlement. 

(a)  The  contracting  officer  may  pro¬ 
ceed  with  completion  of  the  settlement 
and  exception  of  an  appropriate  settle¬ 
ment  agreement.at  any  time  after  receipt 
of  the  final  audit  status  letter.  If  no  such 
letter  has  been  received  on  or  before  the 
15th  day  following  the  audit  status  date, 
the  contracting  officer  may  proceed  on 
the  basis  that  there  are  no  outstanding 
exceptions. 

(b)  The  fee  shall  be  adjusted  as  pro¬ 
vided  in  §  8.406. 

<c)  The  final  settlement  agreement 
may  include  all  claims  of  the  Govern¬ 
ment  and  of  the  contractor  under  the 
terminated  contract,  except  that  no 
amount  may  be  allowed  for  any  item  of 
cost  which  is  the  subject  of  a  General 
Accounting  Office  exception,  either 
cleared  by  deduction  or  uncleared,  or 
for  any  other  item  of  cost  of  the  same 
nature,  unless  a  reclaim  voucher  cover¬ 
ing  such  cost  has  been  presented  by  the 
contractor  and  authorized  by  the  Gen¬ 
eral  Accounting  Office  for  payment. 

(d)  The  provisions  of  the  contract 
governing  the  types  of  reimbursable 


costs  shall  constitute  the  basis  of  nego¬ 
tiations;  however,  if  an  overall  settle¬ 
ment  of  costs  is  agreed  upon,  agreement 
on  each  separate  element  of  cost  is  not 
necessary.  In  appropriate  cases,  differ¬ 
ences  may  be  compromised  and  doubtful 
questions  settled  by  agreement.  An 
overall  settlement  shall  not,  under  any 
circumstances,  be  made  the  means  of 
reimbursing  contractors  for  costs  which 
under  the  provisions  of  the  contract  are 
clearly  not  allowable. 

29.  Revise  §§  8.405,  8.405-1,  8,405-2, 
and  8.405-3;  revoke  §§  8.405-4,  8.405-5, 
and  8.405-6;  and  revise  §  8.406,  as 
follows : 

§  8.405  Procedure  for  partial  termina¬ 
tion. 

§  8.405—1  General. 

(a)  In  the  event  of  a  partial  termina¬ 
tion,  the  settlement  shall  be  limited  to 
adjustment  of  the  fee,  if  any,  in  accord¬ 
ance  with  §  §  8.405-2  and  8.406  unless  the 
contracting  officer  determines  that: 

(1)  The  terminated  portion  is  clearly 
severable  from  the  balance  of  the  con¬ 
tract;  or 

(2)  Performance  of  the  contract  is 
virtually  complete,  or  that  performance 
of  any  continued  portion  is  only  on 
subsidiary  items  or  spare  parts,  or  is 
otherwise  not  substantial. 

(b)  In  the  case  of  the  foregoing  ex¬ 
ceptions,  the  procedures  in  §§  8.402, 
8.403,  and  8.404  are  applicable. 

§  8.405—2  Submission  of  settlement  pro¬ 
posal  (fee  only). 

The  contractor  shall  submit  a  settle¬ 
ment  proposal  which  shall  be  limited  to 
the  amount  of  his  claim,  if  any,  for  a 
fee.  Such  proposal  shall  be  submitted 
to  the  contracting  officer  within  one  year 
from  the  effective  date  of  termination, 
unless  the  period  has  been  extended  in 
accordance  with  the  terms  of  the  con¬ 
tract.  The  proposal  may  be  submitted 
in  the  form  prescribed  in  §  8.803  or  by 
letter  appropriately  certified.  The  con¬ 
tractor  must  substantiate  the  amount  of 
the  fee  he  claims. 

§  8.405—3  Submission  of  vouchers. 

In  the  event  of  a  partial  termination 
when  settlement  is  limited  to  adjustment 
of  fee,  if  any,  the  contractor  shall  con¬ 
tinue  to  submit  on  Standard  Form  1034 
all  costs  reimbursable  under  the  con¬ 
tract,  including  (a)  his  own  costs  alloca¬ 
ble  to  the  terminated  portion  of  the 
contract,  (b)  cost  of  settlements  with 
subcontractors  properly  identified  as 
such,  and  (c)  applicable  settlement  ex¬ 
penses.  The  contractor  shall  not  be  re¬ 
imbursed  for  costs  of  settlements  with 
subcontractors  unless  the  apprd^al  or 
ratifications  required  pursuant  to  the 
contract  have  been  obtained  (see 
§  8.208). 

§  8.405—4  Notice  to  General  Accounting 
Office  of  audit  status  date.  [Re¬ 
voked  ] 

§  8.405—5  Exceptions  by  the  General 
Accounting  Office.  [Revoked] 

§  8.405-6  Final  settlement.  [Revoked] 


§  8.406  Adjustment  of  fee. 

The  adjusted  fee  to  be  paid,  if  any, 
shall  be  determined  in  the  manner  pro¬ 
vided  by  the  contract,  generally  based 
on  percentage  of  completion  of  the  con¬ 
tract  or  of  the  terminated  portion 
thereof.  Where  this  basis  is  used,  fac¬ 
tors  such  as  the  extent  and  difficulty  of 
the  work  performed  by  the  contractor 
(including  but  not  limited  to  planning, 
scheduling,  technical  study,  engineering 
work  production  and  supervision,  placing 
and  supervising  subcontracts  to  the  ex¬ 
tent  reasonably  required,  and  work  per¬ 
formed  by  the  contractor,  in  (a)  stop¬ 
ping  performance,  (b)  settling  claims  of 
subcontractors,  and  (c)  disposing  of 
termination  inventory)  shall  be  com¬ 
pared  with  the  total  work  required  by 
the  contract  or  by  the  terminated  por¬ 
tion  thereof.  The  ratio  of  costs  incurred 
to  the  total  estimated  cost  of  performing 
the  contract  or  the  terminated  portion 
thereof  is  only  one  factor  in  computing 
the  percentage  of  completion.  This  per¬ 
centage  may  be  either  greater  or  less 
than  that  indicated  by  the  ratio  of  costs 
incurred,  depending  upon  the  evaluation 
by  the  contracting  officer  of  the  above 
factors  and  other  relevant  considera¬ 
tions. 

30.  In  §  8.505-1,  revise  paragraph 
(a)  (3)  and  the  introductory  portion  of 
paragraph  (b) ;  and  revise  §  8.505-2,  as 
follows : 

§  8.505—1  Scope  of  screening. 

(a)  *  *  * 

(3)  Inventories  of  other  items  shall  be 
screened  to  the  extent  required  by  the 
procuring  activity,  which  may  include 
reporting  to  the  Materiel  Interservicing 
Division,  Defense  Logistics  Support 
Center. 

(b)  Production  equipment  inventories 
shall  be  reviewed  by  the  procuring  ac¬ 
tivity  for  utilization  purposes.  Items  of 
production  equipment  in  the  Federal 
Supply  Classification  Codes  (FSCC) 
listed  below  which  are  excess  to  the 
needs  of  the  procuring  activity  shall  be 
reported  to  the  Materiel  Interservicing 
Division,  Defense  Logistics  Support  Cen¬ 
ter,  Washington  25,  D.C.,  for  Depart¬ 
ment  of  Defense  utilization  screening 
when  the  acquisition  value  of  the  item  is 
$500  or  more,  and  the  condition  of  the 
item  is  N3,  E3,  03,  R2  or  better,  except 
as  otherwise  indicated  by  asterisks.  See 
§§  8.802-4  through  8.802-8  for  condi¬ 
tion  codes  listed  on  Inventory  Schedules. 

*  *  *  *  * 

§  8.505—2  Screening  period. 

Production  equipment  and  other  prop¬ 
erty  voluntarily  reported  by  the  pro¬ 
curing  activity  to  the  Materiel  Inter¬ 
servicing  Division,  Defense  Logistics 
Support  Center,  in  accordance  with  De¬ 
partmental  procedures,  shall  be  screened 
within  the  Department  of  Defense  for  a 
period  not  to  exceed  30  calendar  days 
after  the  issue  date  of  the  Excess  Listing 
covering  that  property  prepared  by  the 
Materiel  Interservicing  Division.  Upon 
expiration  of  the  screening  period,  the 
contracting  officer  shall  notify  the  con¬ 
tractor  promptly  that  the  listed  inven¬ 
tory,  except  that  portion  for  which  the 
contracting  officer  has  received  instruc- 
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tions  from  the  Materiel  Interservicing 
Division,  may  be  sold  or  otherwise  dis¬ 
posed  of  as  hereinafter  set  forth. 

PART  9— PATENTS,  DATA,  AND 
COPYRIGHTS 

31.  Section  9.107-6  is  revised  to  read 
as  follows: 

§  9.107—6  Patent  license  rights  under 
product  improvement  programs  or 
independent  research  programs. 

Where  a  military  department  under 
its  established  procedures  provides  sub¬ 
stantial  financial  support  to  a  contrac¬ 
tor’s: 

(a)  Specific  product  improvement, 
program,  or 

(b)  Specific  projects  within  his  inde¬ 
pendent  research  program,  the  military 
department  may  obtain  for  the  Govern¬ 
ment  patent  license  rights  to  inven¬ 
tions,  improvements,  or  discoveries 
conceived  or  first  actually  reduced  to 
practice  during  or  as  a  result  of  such 
support;  provided  the  obtaining  of  such 
rights  and  the  contractual  arrange¬ 
ments  for  such  rights  are  approved  in 
the  Army,  the  Navy,  and  the  Defense 
Supply  Agency  by  the  Head  of  the  Pro¬ 
curing  Activity  concerned;  and  in  the 
Air  Force  by  the  Director  or  the  Deputy 
Director,  Air  Force  Logistics  Command, 
or  by  the  Director  of  Procurement, 
Headquarters,  Air  Force  Systems  Com¬ 
mand. 

PART  10— BONDS  AND  INSURANCE 

32.  In  §  10.103-1,  revise  paragraphs 
(b)  (2)  and  (c) ;  revise  §  10.202;  and  re¬ 
vise  the  last  sentence  in  §  10.501-1,  as 
follows: 

§  10.103—1  Performance  bonds  for  con¬ 
tracts  other  than  construction  con¬ 
tracts. 

•  •  *  *  * 

(b)  •  *  * 

(2)  Where  the  circumstances  appli¬ 
cable  to  a  particular  procurement  are 
such  that,  for  financial  reasons  a  per¬ 
formance  bond  is  necessary  to  protect 
the  interests  of  the  Government.  See 
for  example,  §  1.1602(c)  (3)  of  this 
chapter. 

(c)  Subject  to  the  general  policy 
stated  in  paragraph  (a)  of  this  section, 
determinations  that  performance  bonds 
will  be  required  in  specified  classes  of 
cases  (e.g.  for  particular  types  of  sup¬ 
plies  or  services)  may  be  made  (1)  for 
the  Army,  by  the  Deputy  Chief  of  Staff 
for  Logistics;  (2)  for  the  Navy,  by  the 
Chief  of  Naval  Material;  and  (3)  for  the 
Air  Force,  by  the  Deputy  Chief  of  Staff, 
Systems  and  Logistics;  and  (4)  for  the 
Defense  Supply  Agency,  by  the  Execu¬ 
tive  Director,  Procurement  and  Produc¬ 
tion.  A  copy  of  each  such  determina¬ 
tion  covering  a  class  of  cases  shall  be 
forwarded  to  the  Office  of  Assistant  Sec¬ 
retary  of  Defense  (Installations  and 
Logistics)  for  information. 

§  10.202  Options  in  lieu  of  sureties. 

Any  one  or  more  of  the  following  types 
of  security  listed  below  may  be  deposited 
by  the  contractor  in  lieu  of  furnishing 


corporate  or  individual  sureties  on 
bonds.  Any  such  security  accepted  by 
the  contracting  officer  shall  be  promptly 
turned  over  to  the  disbursing  officer  con¬ 
cerned  for  Army,  Navy,  and  Defense 
Supply  Agency  contracts,  and  to  the  ac¬ 
counting  and  finance  officer  concerned 
for  Air  Force  contracts,  or  when  United 
States  bonds  or  notes  are  involved, 
they  shall  be  deposited  as  provided  in 
§  10.202-1.  Any  such  security  or  its 

equivalent  shall  be  returned  to  the  con¬ 
tractor  when  the  obligation  of  the  bond 
has  by  its  terms  ceased. 

§  10.501—1  Workmen's  compensation 

and  employer's  liability  insurance. 

*  *  *  *  * 

The  clause  set  forth  in  §  10.403  shall 
be  included  in  all  public  work  contracts 
as  described  in  §  10.403  to  be  performed 
outside  the  United  States. 


PART  11— FEDERAL,  STATE,  AND 
LOCAL  TAXES 

33.  Section  11.401-2(a)  (5)  is  revised 
to  read  as  follows : 

§  11.401—2  Alternate  clauses  for  certain 
negotiated  contracts. 

(a)  Use  of  clause.  *  •  * 

(5)  Paragraph  (b)  of  the  clause  fur¬ 
nishes  criteria  for  determining  the  taxes 
included  in  the  contract  price.  How¬ 
ever,  the  contract  may  provide  for  the 
exclusion  of  a  specific  tax  from  the  con¬ 
tract  price.  When  the  contracting  offi¬ 
cer  has  doubt  as  to  the  applicability  or 
allocability  of  any  tax,  language  ap¬ 
propriate  to  the  particular  circumstances 
should  be  included  in  the  contract  after 
obtaining  any  approval  required  by  the 
Department  concerned.  Special  con¬ 
sideration  should  be  accorded  taxes  as¬ 
sessed  on  the  contractor’s  possession  of, 
interest  in,  or  use  of  Government-owned 
real  and  personal  property.  If  the  clause 
set  forth  in  paragraph  (b)  of  this  section 
is  to  be  included  and  the  contract  price 
includes  an  estimated  amount  for  antici¬ 
pated  taxes  on  completed  supplies  cov¬ 
ered  by  the  contract  or  on  the  con¬ 
tractor’s  possession  of,  interest  in,  or  use 
of  property,  title  to  which  is  in  the  Gov¬ 
ernment,  the  contracting  officer  shall 

(i)  include  in  the  contract  file  detailed 
information  with  regard  thereto,  and 

(ii)  insure  that  the  contract  price  does 
not  include  taxes  not  allocable  under 
§  15.205-41  (a)  of  this  chapter.  In  ac¬ 
cordance  with  Departmental  procedures, 
the  following  provision  may  be  inserted 
in  any  contract  under  wThich  the  Con¬ 
tractor  has  possession  of  property  to 
which  the  Government  has  title  on  the 
tax  assessment  date,  pursuant  to  prog¬ 
ress  payment  clauses  or  otherwise: 

All  property  taxes  assessed  on  the  Con¬ 
tractor’s  possession  of,  interest  in,  or  use 
of  property,  title  to  which  is  in  the  Gov¬ 
ernment,  are  excluded  from  the  contract 


PART  12— LABOR 

34.  Subpart  F  is  revised  to  read  as 
follows: 


Subpart  F — Walsh-Healey  Public 
Contracts  Act 

Sec. 

12.601  Statutory  requirement. 

12.602  Applicability. 

12.602- 1  General. 

12.602- 2  Exemptions. 

12.602  3  Department  of  Labor  regulations 

and  interpretations. 

12.603  Determinations  of  eligibility  as 

manufacturer  or  regular  dealer. 

12.603- 1  Manufacturer. 

12.603- 2  Regular  dealer. 

12.603- 3  Coal  dealer. 

12.603- 4  Agents. 

12.604  Responsibility  of  contracting  offl. 

cers. 

12.605  Contract  clause. 

Authority:  §§  12.601  to  12.605  issued  un¬ 
der  sec.  2202,  70A  Stat.  120;  10  U.S.C.  2282. 
Interpret  or  apply  secs.  2301-2314,  70A  Stat 
127-133,  10  UJS.C.  2301-2314. 

§  12.601  Statutory  requirement. 

In  accordance  with  the  requirements 
of  the  Walsh-Healey  Public  Contracts 
Act  (41  U.S.C.  35-45),  all  contracts  sub¬ 
ject  to  said  Act  entered  into  by  any  De¬ 
partment  for  the  manufacture  or  fur¬ 
nishing  of  supplies  in  any  amount 
exceeding  $10,000  (a)  will  be  with  manu¬ 
facturers  or  regular  dealers,  and  (b)  shall 
incorporate  by  reference  the  representa¬ 
tions  and  stipulations  required  by  said 
Act  pertaining  to  such  matters  as  mini¬ 
mum  wages,  maximum  hours,  child  labor, 
convict  labor,  and  safe  and  sanitary 
working  conditions. 

§  12.602  Applicability. 

§  12.602-1  General. 

The  requirement  set  forth  in  §  12.601 
applies  to  contracts  for  the  manufacture 
or  furnishing  of  “materials,  supplies, 
articles,  and  equipment”  which  are  to  be 
performed  within  the  United  States, 
Puerto  Rico,  or  the  Virgin  Islands,  and 
wThich  exceed  or  may  exceed  $10,000  in 
amount  unless  exempt  pursuant  to 
§  12.602-2. 

§  12.602—2  Exemptions. 

The  following  transactions  are  exempt 
from  the  Walsh-Healey  Act: 

(a)  Purchases  of  generally  available 
commercial  items,  negotiated  pursuant 
to  the  authority  set  forth  in  §  3.202  of 
this  chapter; 

(b)  Purchases  of  perishables  including 
dairy,  livestock,  and  nursery  products; 
and 

(c)  Purchases  of  agricultural  or  farm 
products  processed  for  first  sale  by  the 
original  producers. 

§  12.602—3  Department  of  labor  regula¬ 
tions  and  interpretations. 

Pursuant  to  the  Walsh-Healey  Act,  the 
Secretary  of  Labor  has  issued  detailed 
regulations  and  instructions  as  to  the 
coverage  of  said  Act,  and  exemptions 
procedures  thereunder.  These  regula¬ 
tions  and  interpretations  are  compiled  in 
a  document  entitled  “Walsh-Healey  Pub¬ 
lic  Contracts  Act,  Rulings  and  Interpre¬ 
tations.”  In  addition  to  the  interpreta¬ 
tions  stated  in  that  document,  attention 
is  directed  to  an  opinion  of  the  Depart¬ 
ment  of  Labor  that  contracts  which  are 
originally  $10,000  or  less,  but  are  subse¬ 
quently  modified  to  increase  the  price  to 
an  amount  in  excess  of  $10,000,  are  sub- 
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ject  to  the  Walsh-Healey  Act;  and  that 
contracts  in  an  amount  exceeding 
$10,000,  which  are  subsequently  modified 
to  a  figure  of  $10,000  or  less,  are  not  sub¬ 
ject  to  said  Act  with  respect  to  work  per¬ 
formed  after  such  modification  if  modi¬ 
fication  is  effected  by  mutual  agreement. 

§  12.603  Determinations  of  eligibility  as 
manufacturer  or  regular  dealer. 

§  12.603—1  Manufacturer. 

As  used  in  §  12.601,  a  manufacturer  is 
a  person  who  owns,  operates,  or  main¬ 
tains  a  factory  or  establishment  that 
produces  on  the  premises  the  materials, 
supplies,  articles,  or  equipment  required 
under  the  contract  and  of  the  general 
character  described  by  the  specifications. 
In  order  to  qualify  as  a  manufacturer,  a 
bidder  must  be  able  to  show  before  the 
award  that  he  is  (a)  an  established  man¬ 
ufacturer  of  the  particular  goods  or  goods 
of  the  general  character  sought  by  the 
Government,  and  (b)  if  he  is  newly  en¬ 
tering  into  such  manufacturing  activity, 
that  he  has  made  all  necessary  prior  ar¬ 
rangements  for  space,  equipment  and 
personnel  to  perform  the  manufacturing 
operations  required. for  the  fulfillment 
of  the  contract.  A  new  firm  which,  prior 
to  the  award  of  the  contract,  has  made 
such  definite  commitments  in  order  to 
enter  a  manufacturing  business  which 
will  later  qualify  it,  shall  not  be  barred 
from  receiving  the  award  because  it  has 
not  yet  done  any  manufacturing. 

§  12.603—2  Regular  dealer. 

(a)  Except  as  set  forth  in  paragraph 

(b)  of  this  section,  as  used  in  §  12.601  a 
regular  dealer  is  a  person  who  owns,  op¬ 
erates,  or  maintains  a  store,  warehouse, 
or  other  establishment  in  which  ma¬ 
terials,  supplies,  articles,  or  equipment 
of  the  general  character  described  by  the 
specifications  and  required  under  the 
contract  are  bought,  kept  in  stock,  and 
sold  to  the  public  in  the  usual  course  of 
business.  In  order  to  qualify  as  a  regu¬ 
lar  dealer,  a  bidder  must  be  able  to  show 
before  the  award; 

(1)  That  he  has  an  establishment  or 
leased  or  assigned  space  in  which  he 
regularly  maintains  a  stock  of  goods  in 
which  he  claims  to  be  a  dealer;  if  the 
space  is  in  a  public  warehouse,  it  must 
be  maintained  on  a  continuing,  and  not 
on  a  demand  basis; 

(2)  That  the  stock  maintained  is  a 
true  inventory  from  which  sales  are 
naade;  the  requirement  is  not  satisfied  by 
a  stock  of  sample  or  display  goods,  or 
by  a  stock  consisting  of  surplus  goods 
remaining  from  prior  orders,  or  by  a 
stock  unrelated  to  the  supplies  which 
are  the  subject  of  the  bid,  or  by  a  stock 
maintained  primarily  for  the  purpose  of 
token  compliance  with  the  Act  from 
which  few,  if  any,  sales  are  made; 

(3)  That  the  goods  stocked  are  of  the 
same  general  character  as  the  goods  to 
be  supplied  under  the  contract;  to  be  of 
the  same  general  character,  the  items 
to  be  supplied  must  be  either  identical 
with  those*  in  stock  or  be  goods  for  which 
healers  in  the  same  line  of  business 
would  be  an  obvious  source; 

(4)  That  sales  are  made  regularly 
from  stock  on  a  recurring  basis;  they 
cannot  be  only  occasional  and  constitute 


an  exception  to  the  usual  operations  of 
the  business;  the  proportion  of  sales 
from  stock  that  will  satisfy  the  require¬ 
ments  will  depend  upon  the  character 
of  the  business; 

(5)  That  sales  are  made  regularly  in 
the  usual  course  of  business  to  the  public, 
i.e.,  to  purchasers  other  than  Federal, 
State,  or  local  government  agencies ;  this 
requirement  is  not  satisfied  if  the  con¬ 
tractor  merely  seeks  to  sell  to  the  public 
but  has  not  yet  made  such  sales;  if  gov¬ 
ernment  agencies  are  the  sole  purchasers, 
the  bidder  will  not  qualify  as  a  regular 
dealer;  the  number  and  amount  of  sales 
which  must  be  made  to  the  public  will 
necessarily  vary  with  the  amount  of  total 
sales  and  the  nature  of  the  business;  and 

(6)  That  his  business  is  an  established 
and  going  concern;  it  is  not  sufficient  to 
show  that  arrangements  have  been  made 
to  set  up  such  business. 

(b)  For  certain  specific  products 
(lumber  and  timber  products,  machine 
tools,  hay,  grain,  feed  or  straw,  raw  cot¬ 
ton,  green  coffee,  petroleum,  agricultural 
liming  materials,  tea,  and  raw  or  un¬ 
manufactured  cotton  linters),  there  are 
alternative  definitions  of  regular  dealers. 
The  qualifications  required  undef  the 
alternative  definitions  are  listed  in  the 
regulations  of  the  Secretary  of  Labor  (41 
CFR  50-201. 101(b) ) . 

§  12.603—3  Coal  dealers. 

Coal  dealers  are  exempt  from  the  reg¬ 
ular  dealer  requirements  if  they  meet  the 
terms  and  conditions  set  forth  by  the 
Secretary  of  Labor  in  his  regulation  (41 
CFR  50-201. 604(a) ) .  If  these  terms 
and  conditons  are  not  met,  coal  dealers 
must  meet  the  requirements  set  forth 
in  §  12.603-2  in  order  to  be  considered 
regular  dealers. 

§  12.603—4  Agents. 

A  manufacturer  or  regular  dealer  may 
bid,  negotiate,  and  contract  through  an 
authorized  agent  if  the  agency  disclosed, 
and  the  agent  acts  and  contracts  in  the 
name  of  his  principal.  In  this  connec¬ 
tion,  see  the  clause  entitled  “Covenant 
Against  Contingent  Fees”  set  forth  in 
§  7.103-20  of  this  chapter  and  the  pro¬ 
cedures  prescribed  for  obtaining  infor¬ 
mation  concerning  contingent  or  other 
fees,  as  set  forth  in  Subpart  E,  Part  1 
of  this  chapter. 

§  12.604  Responsibilities  of  contracting 
officers. 

The  responsibility  for  applying  the 
eligibility  requirements  set  forth  in 
§  12.601  rests,  in  the  first  instance,  with 
the  contracting  officer.  The  Depart¬ 
ment  of  Labor  does  not  conduct  pre¬ 
award  investigations,  nor  render  final 
determinations  of  eligibility  until  the 
contracting  officer  has  initially  deter¬ 
mined  whether  the  eligibility  require¬ 
ments  have  been  met.  When  the  eligi¬ 
bility  of  a  bidder  or  offeror  is  challenged 
before  award,  it  should  be  treated  in  a 
manner  similar  to  a  protest  before  award 
(see  §§  2.407-9  and  3.111  of  this 
chapter) .  The  contracting  officer  should 
make  an  initial  determination  and 
should  process  the  protest  in  accordance 
with  Departmental  procedures  for  sub¬ 
mission  to  the  Department  of  Labor  for 
a  final  determination.  Whenever  the 


Walsh-Healey  Public  Contracts  Act  is 
applicable,  the  contracting  officer  shall, 
pursuant  to  regulations  or  instructions 
issued  by  the  Secretary  of  Labor  and  in 
accordance  with  procedures  prescribed 
by  each  respective  military  department; 

(a)  Inform  prospective  contractors  of 
the  applicability  of  minimum  wage 
determinations;  t 

(b)  Furnish  to  the  contractor  a  poster 
(Form  PC-13) ; 

(c)  Furnish  to  the  contractor  a  form 
letter  (Form  PC-12)  explaining  the 
Walsh-Healey  Act; 

(d)  Prepare  and  transmit  three  copies 
of  DD  Form  350  as  provided  in  §§  16.803- 
2(c)  and  16.901-4(p)  of  this  chapter; 
where  a  contract  of  $10,000  or  less  is 
modified  to  exceed  $10,000,  the  report  on 
DD  Form  350  shall  be  prepared  and 
transmitted  in  accordance  with  §  16.901- 
4(p)  of  this  chapter; 

(e)  Report  to  the  Department  of  Labor 
any  violation  of  the  representations  or 
stipulations  required  by  the  Walsh- 
Healey  Act. 

§  12.605  Contract  clause. 

The  contract  clause  required  by  this 
subpart  shall  be  as  follows: 

Walsh-Healey  Public  Contracts  Act 
(Jan.  1958) 

If  this  contract  is  for  the  manufacture  of 
materials,  supplies,  articles,  or  equipment  in 
an  amount  which  exceeds  or  may  exceed 
$10,000  and  is  otherwise  subject  to  the 
Walsh-Healey  Public  Contracts  Act,  as 
amended  (41  U.S.C.  35-45),  there  are  hereby 
incorporated  by  reference  all  representations 
and  stipulations  required  by  said  Act  and 
regulations  issued  thereunder  by  the  Secre¬ 
tary  of  Labor,  such  representations  and  stip¬ 
ulations  being  subject  to  all  applicable  rul¬ 
ings  and  interpretations  of  the  Secretary  of 
Labor  which  are  now  or  may  hereafter  be  in 
effect. 


PART  13— GOVERNMENT  PROPERTY 

§  13.101—18  [Amendment] 

35.  In  §  13.101-18,  change  reference  to 
“13.701”  to  read  “§  13.702.” 

36.  Add  new  subparagraph  (4)  to 
§  13.102— 3(a) ;  revise  §  13.406;  and  revoke 
§§  13.406-1  and  13.406-2,  as  follows: 

§  13.102—3  Facilities. 

(a)  *  *  • 

(4)  Notwithstanding  subparagraph 
(2)  of  this  paragraph,  new  construction 
or  improvements  having  general  utility 
shall  not  be  provided  with  appropriations 
for  research  and  development  unless 
otherwise  authorized  by  law. 

§  13.406  Providing  facilities  when  dis¬ 
posal  is  limited. 

(a)  Nonseverable  industrial  facilities. 
Nonseverable  industrial  facilities  shall 
not  be  installed  or  constructed  on  land 
not  owned  by  the  Government  unless  the 
head  of  a  procuring  activity  determines 
that  such  location  is  necessary :  and 

(1)  The  contract  under  which  such 
facilities  are  provided  contains  a  provi¬ 
sion  for  reimbursement  to  the  Govern¬ 
ment  for  the  fair  value  of  the  facilities 
at  the  completion  or  termination  of  the 
contract  or  within  a  reasonable  time 
thereafter.  (For  example,  in  appropriate 
cases  such  a  provision  may  require  the 
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erating  levels  of  a  Department  are 
unable  to  reach  inspection  interchange 
agreements  or  the  propriety  of  exemp¬ 
tions  is  questioned  and  cannot  be  re¬ 
solved,  such  matters  shall  be  referred 
independently  by  the  operating  level  ac¬ 
tivity  through  channels  to  the  head  of 
the  Department  for  resolution. 

(c)  Inspection  interchange  agree¬ 
ments  shall  be  in  accordance  with  the 
following : 

(1)  When  inspection  is  to  be  made  by 
other  activities  within  the  Department 
of  Defense  such  inspection  shall  be  per¬ 
formed  without  reimbursement  except  to 
the  extent  that  reimbursement  in  kind 
is  practicable. 

(2)  When  inspection  is  to  be  made  by 
or  for  other  Government  agencies,  such 
inspection  will  be  made  on  a  mutually 
acceptable  basis.  Reimbursement  for  in¬ 
spection  conducted  for  such  agencies 
shall  be  on  a  mutually  acceptable  basis 
in  accordance  with  Public  Law  85-781, 
due  consideration  being  given  to  possible 
savings  and  increased  efficiency  for  the 
Government  as  a  whole. 

(3)  All  agreements  shall  include  spe¬ 
cific  provision  for:  (i)  use  of  the  prac¬ 
tices,  records,  and  fonns  of  the  activity 
performing  inspection,  unless  the  use  of 
others  is  mutually  agreeable;  (ii)  chan¬ 
nels  of  communication;  and  (iii)  desig¬ 
nation  of  source  and  delivery  date  of  any 
Government  inspection  equipment  to  be 
supplied. 

§  14.101  Contractor  responsibility. 

The  standard  inspection  clauses  in 
Part  7  of  this  chapter  require  the  con¬ 
tractor  to  maintain  an  inspection  ac¬ 
ceptable  to  the  Government  and  records 
of  all  inspection  work  performed  by  the 
contractor.  The  contractor’s  inspection 
system  should  be  such  as  to  provide  rea¬ 
sonable  assurance  that  the  supplies  and 
work  under  the  contract  will  conform  to 
contract  requirements  and  should  in¬ 
clude  any  quality  control  procedures 
necessary  to  this  end.  Contracts  for 
complex  supplies  shall  include  the  Qual¬ 
ity  Control  System  clause  in  §  7.104-28  of 
this  chapter.  This  clause  specifically  re¬ 
quires  contractors  to  maintain  a  quality 
control  system  acceptable  to  the  Govern¬ 
ment.  In  this  regard  the  contracting 
officer,  or  his  representatives,  shall  as¬ 
sure  that  the  contractor  maintains  ade¬ 
quate  quality  control  measures  for  all 
manufacturing  processes  and  docu¬ 
mentation  pertinent  to  quality,  testing 
and  inspection,  fabrication,  and  delivery. 
Government  inspection  activities  shall 
plan  and  conduct  systematic  evaluation 
and  verification  of  suppliers’  inspection 
systems,  quality  control  systems,  and 
supplies,  for  the  purpose  of  obtaining  the 
maximum  assurance  of  quality  consist¬ 
ent  with  efficient  use  of  Government  and 
contractor  manpower  and  facilities.  In 
any  case,  when  military  or  Federal  speci¬ 
fications  are  used  to  establish  require¬ 
ments  in  the  contract,  the  supplier  shall 
be  required  to  perform  all  examinations 
and  tests  called  for  by  the  contract  re¬ 
quirements  and  specifications  except 
those  which  are  reserved  for  perform¬ 
ance  by  the  Government. 
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§  14.105—1  General. 

Each  contract  shall  designate  the 
place  or  places  of  inspection.  Inspec¬ 
tion  of  supplies  and  services  shall  be 
made  at  such  times  and  places  (including 
any  stage  during  the  period  of  manufac¬ 
ture,  and  including  subcontractors’ 
plants)  as  are  necessary  to  determine 
that  the  supplies  and  services  conform 
to  contract  requirements.  Where  the 
contract  provides  for  inspection  at 
source,  shipment  prior  to  inspection  may 
be  authorized  if  it  is  determined  to  be 
in  the  best  interest  of  the  Government. 
In  such  cases,  to  the  extent  appropriate, 
the  contract  should  be  modified  prior  to 
shipment  with  respect  to  (a)  risk  of  loss 
in  transit,  and  (b)  shipping  and  other 
expenses  incurred  in  the  event  of  rejec¬ 
tion  at  destination.  Where  the  contract 
provides  for  inspection  at  source,  the 
place  or  places  of  inspection  may  not  be 
changed  without  the  authorization  of 
the  contracting  officer. 

§  14.105—2  Inspection  at  source. 

♦  *  *  *  * 

(e)  A  quality  control  system  is  re¬ 
quired  by  the  contract  or  inspection  dur¬ 
ing  performance  of  the  contract  is 
essential; 

40.  Revise  §§  14.107,  14.108,  >  14.109, 
14.201,  and  14.204,  as  follows: 

§  14.107  Rejection  of  nonconforming 
supplies  or  services. 

Contractors  ordinarily  shall  be  given 
an  opportunity  to  correct  or  replace  non- 
conforming  supplies  or  services  if  this 
can  be  done  within  the  required  delivery 
schedule.  Unless  the  contract  provides 
otherwise,  such  correction  or  replace¬ 
ment  shall  be  without  additional  cost 
to  the  Government.  The  standard  in¬ 
spection  clause  in  §  7;103-5(c)  of  this 
chapter  reserves  to  the  Government  the 
right  to  charge  the  contractor  the  cost 
of  Government  reinspection  and  retests 
because  of  prior  rejection.  Notices  of 
rejection  of  nonconforming  supplies  or 
services  need  not  be  in  writing  unless 

(a)  the  supplies  have  been  delivered  to 
a  point  other  than  the  contractor’s  plant, 

(b)  the  contractor  persists  in  offering 
nonconforming  supplies  or  services  for 
acceptance,  or  (c)  delivery  or  perform¬ 
ance  is  overdue  without  excusable  cause. 
The  reasons  for  rejection  normally  shall 
be  stated.  If  timely  notice  of  rejection 
is  not  furnished  to  the  contractor,  ac¬ 
ceptance  may  in  certain  cases  be  implied 
as  a  matter  of  law  from  such  omission. 
Therefore,  notices  of  rejection  should  be 
furnished  promptly  to  contractors  when¬ 
ever  rejection  is  intended. 

§  14.108  Government  inspection  under 
subcontracts. 

Government  inspection  of  subcon¬ 
tracted  supplies  or  services  shall  be  made 
only  when  required  in  the  interest  of  the 
Government.  The  primary  purpose  of 
subcontract  inspection  is  to  assist  the 
Government  inspector  cognizant  of  the 
prime  contractor  in  determining  the  con¬ 
formance  of  supplies  or  services  with 
contract  requirements.  It  does  not  re¬ 
lieve  the  prime  contractor  of  any  of  his 
responsibilities  under  the  contract.  Sup- 
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plies  and  services  that  do  not  qualify 
under  the  criteria  in  §  14.105-2  for  Gov¬ 
ernment  inspection  at  source  shall  not 
be  inspected  by  the  Government  at  the 
subcontractor’s  plant  or  at  a  construction 
site.  Supplies  and  workmanship  for 
which  certificates,  records,  reports,  and 
similar  evidence  of  quality  are  available 
at  the  prime  contractor’s  plant  or  site 
shall  not  be  Government  inspected  at 
the  subcontractor’s  plant  except  oc¬ 
casionally  to  verify  such  evidence.  How¬ 
ever,  Government  inspection  shall  be 
performed  at  a  subcontractor’s  plant  or 
site  whenever  the  Government  prime 
contract  requires.  All  oral  and  written 
statements  and  contract  provisions  re¬ 
lating  to  the  inspection  of  subcontracted 
supplies  shall  be  so  worded  as  not  to 
(a)  affect  the  contractual  relationship 
between  the  prime  contractor,  and  the 
Government  or  between  the  prime  con¬ 
tractor  and  the  subcontractor,  (b) 
establish  a  contractual  relationship  be¬ 
tween  the  Government  and  the  subcon¬ 
tractor  or  (c)  constitute  a  waiver  of  the 
Government’s  right  to  inspect  or  reject 
supplies. 

§  14.109  Inspection  for  foreign  govern¬ 
ments. 

Inspection  will  be  performed  only  for 
friendly  foreign  governments  or  inter¬ 
national  agencies  and  shall  be  admin¬ 
istered  in  accordance  with  the  foreign 
policy  and  security  objectives  of  the 
United  States.  Such  inspection  will  be 
provided  only  where  consistent  with  or 
required  by  legislation,  executive  orders, 
or  Department  of  Defense  or  depart¬ 
mental  policies  concerning  mutual  se¬ 
curity  programs,  setting  forth  foreign 
policy  and  security  objectives.  When 
inspection  is  performed  outside  the 
United  States,  the  levels  of  technical 
capability  and  the  administrative  pro¬ 
cedures  not  already  prescribed  in  exist¬ 
ing  laws,  executive  orders,  or  Depart¬ 
ment  of  Defense  policies  will  be  in 
accordance  with  arrangements  suitable 
and  acceptable  to  United  States  country 
teams  or  commanders  of  unified  and 
specified  commands,  as  appropriate. 

§  14.201  General. 

As  used  in  Department  of  Defense 
contracts,  “acceptance”  generally  means 
the  act  of  an  authorized  representative 
of  the  Government  by  which  the  Gov¬ 
ernment  assents  to  ownership  by  it  of 
existing  and  identified  supplies,  or  ap¬ 
proves  specific  services  rendered,  as  par¬ 
tial  or  complete  performance  of  the  con¬ 
tract.  Except  as  provided  in  §  14.205, 
and  subject  to  other  terms  and  condi¬ 
tions  of  the  contract,  the  Government 
thereby  acknowledges  that  the  supplies 
or  services  are  in  conformity  with  con¬ 
tract  requirements,  including  those  of 
quality,  quantity,  packaging,  and  mark¬ 
ing.  Depending  upbn  the  provisions  of 
the  contract,  acceptance  may  be  effected 
■  prior  to,  at  the  time  of,  or  after  delivery. 
However,  supplies  and  services  shall  not 
be  accepted  prior  to  inspection,  except 
as  permitted  in  §  14.204.  Acceptance 
shall  ordinarily  be  accomplished  by  ex¬ 
ecution  of  an  acceptance  certifier  te  on 
the  applicable  inspection  and  receiving 
report  form  (for  example,  DD  Form  250, 
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DD  Form  1155,  or  Standard  Form  44)  or 
other  written  notice  of  acceptance. 
Where  acceptance  is  accomplished  at  a 
point  other  than  destination,  supplies 
shall  not  be  reinspected  at  destination 
for  acceptance  purposes.  However,  such 
supplies  should  be  examined  at  destina¬ 
tion  for  damage  in  transit,  quantity,  and 
possible  substitution  or  fraud. 

§  14.204  Responsibility  for  acceptance. 

(a)  Acceptance  is  the  responsibility 
of  the  contracting  officer,  or  his  author¬ 
ized  representative.  Where  an  activity 
uses  services  of  another  activity  or  De¬ 
partment  for  the  purpose  of  acceptance, 
acceptance  by  the  other  activity  or  De¬ 
partment  is  binding  on  the  activity  for 
which  the  services  are  performed. 

(b)  Certificates  of  conformance  may 
be  required  by  the  contract  when  the 
value  of  supplies  or  the  condition  of  pur¬ 
chase.  delivery,  receipt  or  use  thereof 
make  it  desirable  to  have  additional  as¬ 
surance  that  supplies  conform  to  con¬ 
tract  requirements.  A  contractor’s 
certificate  of  conformance  with  require¬ 
ments  may  be  considered  a  proper 
element  incident  to  acceptance  of  sup¬ 
plies  or  services.  However,  in  instances 
where  small  losses  would  be  incurred  in 
the  event  of  defects  or  where  knowledge 
of  the  supplier’s  reputation  or  past  per¬ 
formance  provides  assurance  that  the 
supplies  would  be  replaced  without  con¬ 
test,  such  certificate  may  be  used  as  the 
sole  basis  for  acceptance.  At  the  dis¬ 
cretion  of  the  contracting  officer,  a 
clause  may  be  inserted  in  contracts 
requiring  the  contractor  to  certify  that 
supplies  or  services  comply  with  contract 
requirements.  In  no  case  shall  the 
Government’s  right  to  inspect  supplies  or 
services  be  jeopardized  (see  §  14.101). 

(c)  When  the  contracting  officer  de¬ 
termines  that  it  is  in  the  best  interest  of 
the  Government  for  acceptance  to  pre¬ 
cede  inspection,  a  clause  will  be  used  to 
reserve  the  Government’s  right  after  ac¬ 
ceptance  to  inspect  supplies  within  a  rea¬ 
sonable  time  after  delivery  and  to  reject 
defective  items. 

«  •  ■  1 

PART  15— CONTRACT  COST  PRINCI¬ 
PLES  AND  PROCEDURES 

41.  In  §  15.205-41,  add  new  subpara¬ 
graph  (5)  to  paragraph  (a),  as  follows: 

§  15.205-41  Taxes. 

(a)  *  •  • 

(5)  taxes  on  any  category  of  property 
which  is  used  solely  in  connection  with 
work  other  than  on  Government  con¬ 
tract.  (Taxes  on  property  used  solely 
in  connection  with  either  non-Govem- 
ment  or  Government  work  should  be 
considered  directly  applicable  to  the  re¬ 
spective  category  of  work  unless  the 
amounts  involved  are  insignificant  or 
comparable  results  would  otherwise  be 
obtained;  e.g.,  taxes  on  contractor-owned 
work-in-process  which  is  used  solely  in 
connection  with  non-Govemment  work 
should  be  allocated  to  such  work  and 
taxes  on  contractor-owned  work-in¬ 
process  inventory,  and  Government- 
owned  work-in-process  inventory  when 
taxed,  used  solely  in  connection  with 


Government  work  should  be  charged  to 
such  work.) 

*  •  *  +  * 

"  v 

PART  16— PROCUREMENT  FORMS 

42.  In  $  16.202(b)  revise  the  introduc¬ 
tory  sentence  of  subparagraph  (2) ;  and 
revise  §5  16.303-2(b)  (8),  16.704,  and 
16.803-2,  as  follows : 

§  16.202  Negotiated  contract  forms  (DD 
Forms  1261  and  1270). 
***** 

(b)  Short  form  negotiated  supply  and 
services  contracts.  *  *  • 

(2)  No  clause  on  DD  Form  1270  may  be 
deleted  or  altered,  and  no  other  clause 
covering  the  subject  matter  of  any  clause 
set  forth  in  this  subchapter  may  be  used 
(including  the  clauses  required  by 
§§  1.707-3  and  1.805-3 (a)  of  this  chap¬ 
ter,  except: 

***** 

§  16.303—2  Conditions  for  use. 
***** 

(b)  Use  as  a  purchase  order  of  not 
more  than  $2,500.  *  •  * 

(8)  When  the  April  1,  1961  edition  of 
the  form  is  used  for  construction  con¬ 
tracts  of  $2,000  or  less  for  work  within 
the  United  States,  the  clauses  set  forth 
in  §§  12.403-2  (b)  and  (c)  and  12.403-4 
of  this  chapter  shall  be  added  as  ap¬ 
propriate.  When  utilizing  later  editions 
of  the  form,  only  the  clause  set  forth  in 
§  12.403-4  of  this  chapter  need  be  added 
when  applicable. 

§  16.704  Notice  of  Audit  Status  Date 
(DD  Form  547s). 

DD  Form  547s  is  prescribed  for  use  by 
disbursing  officers  to  fix  the  audit  status 
date  in  accordance  with  §  8.404-6  of  this 
chapter.  Section  8.804  of  this  chapter 
illustrates  the  form. 

§  16.803—2  Supply  contracts. 

(a)  Department  of  Labor  Form  PC- 
12  (Rev.  3/49) ,  a  form  letter  explaining 
the  Walsh-Healey  Act,  shall  be  furnished 
to  the  contractor  in  accordance  with  the 
provisions  of  §  12.604  of  this  chapter. 

(b)  Department  of  Labor  Form  PC-13 
(Rev.  1/50),  is  a  poster  required  to  be 
furnished  to  the  contractor  in  accord¬ 
ance  with  the  provisions  of  §  12.604  of 
this  chapter. 

(c)  DD  Form  350  shall  be  used  in  ac¬ 
cordance  with  the  provisions  of  §  12.604 
of  this  chapter  to  furnish  the  Depart¬ 
ment  of  Labor  with  certain  information 
in  lieu  of  utilizing  the  Standard  Form  99 
as  required  by  administrative  regula-. 
tions  of  the  Secretary  of  Labor. 

43.  Revise  §§  16.812  (a)  and  (d)  and 
add  new  §  16.816,  as  follows: 

§  16.812  Release  and  assignment  forms. 

(a)  The  forms  set  forth  in  this  sec¬ 
tion  are  approved  for  use  in  complying 
with  the  assignment  and  release  provi¬ 
sions  of  paragraph  (f)  of  the  compensa¬ 
tion*  clauses  for  cost-plus-fixed-fee  and 
cost-plus-incentive-fee  contracts  set 
forth  in  §  7.203-4  (a)  and  (b)  of  this 
chapter.  Forms  differing  from  the  ap¬ 
proved  forms  may  be  used  if  the  con¬ 
tracting  officer  determines  that  such 


forms  meet  the  applicable  requirements 
of  the  clause.  Checks  received  by  Army, 
Air  Force,  and  Defense  Supply  Agency 
contracting  officers  pursuant  to  para- 
graph  2  of  the  assignments  in  para¬ 
graphs  (d)  and  (e)  of  this  section  shall 
be  forwarded  to  the  finance  officer 
named  in  the  contract. 

*  *  *  •  • 

(d)  Set  forth  below  is  an  approved 
form  for  the  contractor’s  assignment  of 
refunds,  rebates,  credits,  and  other 
amounts,  required  by  paragraph  (f)  of 
the  clauses  in  §  7.203-4  (a)  and  (b)  of 
this  chapter. 

Contractor’s  Assignment  of  Refunds,  Rk. 
bates,  Credits,  and  Other  Amounts  (Sept 
1962) 

Contract  No _ 

Pursuant  to  the  terms  of  Contract  No. 

- and  in  consideration  of  the  reimburse 

ment  of  costs  and  payment  of  fee,  as  pro¬ 
vided  in  the  said  contract  and  any  assign¬ 
ment  thereunder,  the 


(Contractor’s  name  and  address) 
(hereinafter  called  the  Contractor)  doe? 
hereby: 

1.  Assign,  transfer,  set  over  and  release  to 
the  United  States  of  America  (hereinafter 
called  the  Government) ,  all  right,  title  and 
interest  to  all  refunds,  rebates,  credits,  and 
other  amounts  (including  any  interest 
thereon),  arising  out  of  the  performance  of 
the  said  contract,  together  with  all  the  rights 
of  action  accrued  or  which  may  hereafter 
accrue  thereunder. 

2.  Agree  to  take  whatever  action  may  be 
necessary  to  effect  prompt  collection  of  all 
refunds,  rebates,  credits,  and  other  amounts 
(including  any  interest  thereon)  due  or 
which  may  become  due,  and  to  promptly 
forward  to  the  Contracting  Officer  checks 
(made  payable  to  the  Treasurer  of  the  United 
States)  for  any  proceeds  so  collected.  The 
reasonable  costs  of  any  such  action  to  effect 
collection  shall  constitute  allowable  costs 
when  approved  by  the  Contracting  Officer  as 
stated  in  the  said  contract  and  may  be  ap¬ 
plied  to  reduce  any  amounts  otherwise  pay¬ 
able  to  the  Government  under  the  terms 
hereof. 

3.  Agree  to  cooperate  fully  with  the  Gov¬ 
ernment  as  to  any  claim  or  suit  in  connec¬ 
tion  with  refunds,  rebates,  credits,  or  other 
amounts  due  (including  any  interest  there¬ 
on);  to  execute  any  protest,  pleading,  ap¬ 
plication,  power  of  attorney,  or  other  papers 
in  connection  therewith;  and  to  permit  tin 
Government  to  represent  him  at  any  hear¬ 
ing,  trial,  or  other  proceeding,  arising  out  of 
such  claim  or  suit. 

In  witness  whereof,  this  assignment  has 

been  executed  this _ i _ day  of _ _ 

19 _ 


(Contractor) 

Witnesses: 

.  By . 

. . .  Title . — 

[Note:  In  the  case  of  a  corporation,  wit¬ 
nesses  are  not  required,  but  the  following 
certificate  must  be  completed.] 

Certificate 

I, _ _  certify  that  I  am  the 

_ of  the  corporation  named  u 

(Official  title) 

Contractor  in  the  foregoing  assignment: 

_ who  signed  said  assignment  <# 

behalf  of  the  Contractor  was  then - - 

(OffleU- 

_  of  said  corporation;  that 

title)  „  „ 

assignment  was  duly  signed  for  and  » 
behalf  of  said  corporation  by  authority  of  i® 
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governing  body  and  is  within  the  scope  of 
its  corporate  powers. 


(Corporate  Seal) 

In  the  foregoing  form,  substitute  in  con¬ 
tracts  of  the  Department  of  the  Navy  the 
words  “the  Director,  Contract  Audit  Division, 
Office  of  the  Comptroller  of  the  Navy,  Wash¬ 
ington,  D.C.”  for  the  words  “the  Contracting 
Officer”  in  line  3  of  paragraph  2;  in  contracts 
of  the  Marine  Corps,  insert  “Disbursing 
Officer,  Special  Accounts  Section  (Code 
CDG) ,  Hqs.  Marine  Corps,  Washington  25, 
DC.” 

•  *  *  •  * 

§  16.816  Identical  bid  report  for  pro¬ 
curement  (Form  DJ— 1500). 

This  form  shall  be  used  in  reporting 
identical  bids,  pursuant  to  §  1.114  of  this 
chapter. 


PART  17— extraordinary  con¬ 
tractual  ACTIONS  TO  FACILI¬ 
TATE  THE  NATIONAL  DEFENSE 

§  17.206  [Amendment] 

44.  In  §  17.206(h) ,  change  reference  to 
**§  12.604”  to  read  “§  12.605”. 


PART  30— APPENDIXES  TO  ARMED 
SERVICES  PROCUREMENT  REGULA¬ 
TIONS 

45.  In  §  30.2,  revise  paragraphs  103.1 
and  401,  as  follows: 

§  30.2  Appendix  B — Manual  for  control 
of  Government  property  in  posses¬ 
sion  of  contractors. 
***** 

103.1  Contractor  administrator.  Con¬ 
tractor  administrator  means  the  individual 
duly  designated  by  appropriate  authority  in 
the  Military  Departments  to  administer  the 
contract.  In  the  case  of  the  Army,  Air 
Force,  and  the  Defense  Supply  Agency, 
visually  this  is  a  contracting  officer;  and  in 
the  Navy,  usually  this  is  the  authorized 
representative  of  the  contracting  officer  hav¬ 
ing  administrative  cognizance  over  the 
contract. 

***** 

401.  Identification.  All  Government  prop¬ 
erty  shall  be  recorded  and  identified  as  such 
by  the  contractor  promptly  upon  receipt, 
and  it  shall  remain  so  identified  so  long  as 
it  remains  in  the  custody,  control  or  posses¬ 
sion  of  the  contractor. 

(a)  Extent  of  identification.  (1)  As  a 
general  rule,  all  Government  material  and 
minor  plant  equipment  shall  be  identified  as 
Government  property  except  in  those  cases 
where : 

(1)  No  materials  or  minor  plant  equip¬ 
ment  of  the  same  type  at  the  same  location 
are  owned  by  the  contractor,  his  employees, 
or  other  contracting  agencies; 

(ii)  Adequate  physical  control  is  main¬ 
tained  over  tool-crib  items,  guard  force 
items,  protective  clothing  and  other  items 
issued  for  use  by  individuals  in  the  per¬ 
formance  of  their  work  under  the  contract; 

(iii)  Property  is  of  bulk  type  or  by  its 
general  nature  of  packing  or  handling  pre¬ 
cludes  adequate  marking,  as  may  be  de¬ 
termined  by  the  property  administrator;  and 

(iv)  Where  property  is  commingled,  as 
authorized  by  §  163.19  of  this  chapter. 

(2)  Government -owned  special  tooling 
shall  be  marked  with  the  designation  of  the 
Military  Department  responsible  for  funding 
and  control  of  such  tooling,  as  follows: 

No.  229 - 12 


“USAF”,  and  Defense  Supply  Agency — 
Army — “USA”,  Navy — “USN”,  Air  Force — 
“USD”,  unless  it  is  determined  that  such 
marking  will  damage  the  special  tooling  or  is 
otherwise  impracticable.  Marking  and 
identification  procedures  may  be  expanded 
by  the  Department  having  cognizance  over 
the  tooling  to  include  end  item  reference, 
drawing  number,  and  such  other  infor¬ 
mation  as  may  be  desired  in  a  given  case. 

(3)  Unless  already  marked  in  accordance 
with  these  instructions,  all  Government- 
owned  plant  equipment,  including  industrial 
reserve  plant  equipment,  shall  be  marked  by 
the  contractor  with  an  identification  num¬ 
ber,  except  minor  plant  equipment;  or  when 
the  size  of  the  equipment  or  nature  of  the 
material  for  which  it  is  made  makes  it  im¬ 
practicable,  and  in  which  case  such  item 
will  be  assigned  an  identification  number 
for  record  purposes,  which  number  shall  be 
shown  in  the  plant  equipment  property 
records;  or  the  equipment  is  accessory  or 
auxiliary  and  attached  to  or  otherwise  a 
part  of  an  item  of  plant  equipment  and  is 
required  for  its  normal  operation  (see  para¬ 
graph  304.3(a)  of  this  section),  in  which 
case  such  item  shall  be  entered  and  de¬ 
scribed  on  the  record  of  the  equipment  to 
which  it  is  attached  or  of  which  it  is  other¬ 
wise  a  part.  Once  an  identification  number 
has  been  affixed  to  an  item  of  plant  equip¬ 
ment,  the  identification  will  be  permanent 
and  will  not  be  changed  so  long  as  the 
equipment  remains  under  the  control  of  the 
same  Military  Department  (but  see  (4)  be¬ 
low)  .  Identification  shall  be  effected  by  af¬ 
fixing  a  metal,  fiber,  plastic  or  other  plate 
directly  to  the  equipment;  by  using  indelible 
ink,  acid  or  electric  etch,  steel  dies,  or  any 
other  legible,  permanent,  conspicuous,  and 
tamper-proof  method.  Identification  shall 
consist  of  the  following  markings: 

(i)  An  indication  of  Government-owner¬ 
ship  and  of  the  Military  Department  respon¬ 
sible  for  funding  and  control  of  the  plant 
equipment,  as  follows:  Army — “USA", 
Navy — “USN”,  Air  Force — “USAF”,  and  De¬ 
fense  Supply  Agency — “USD”;  however,  the 
identification  “U.S.”  property  shall  not  be 
changed  solely  to  conform  to  the  provisions 
of  this  paragraph. 

(ii)  A  two-part  Identification  number, 
furnished  by  the  Government,  consisting 
solely  of  numerals  except  as  provided  in 
(iii)  below.  The  first  part  shall  be  the  prop¬ 
erty  account  number',  and  the  second  part 
shall  be  a  serial  number.  In  case  plant 
equipment  furnished  by  the  Government  is 
already  identified  as  property  of  a  Military 
Department,  no  change  shall  be  made  in  the 
markings,  except  as  provided  in  (4)  below. 

(iii)  In  the  case  of  items  included  within 
a  standard  Departmental  registration  sys¬ 
tem,  for  example,  automotive,  construction, 
or  weight-handling  equipment,  application 
for  a  proper  registration  number  will  be 
made  to  the  cognizant  Department,  which 
number  shall  be  used  in  lieu  of  any  other 
identification  number. 

(4)  Government  identification  markings 
shall  be  removed  prior  to  sale  or  scrapping. 
The  markings  so  removed  shall  be  shown 
on  the  appropriate  documents  involved.  In 
the  case  of  a  transfer  of  funding  and  con¬ 
trol  responsibilities  to  other  Military  De¬ 
partments,  new  identification  markings,  in 
accordance  with  the  requirements  of  (2)  or 
(3)  above,  may  be  affixed  upon  receipt  of 
the  equipment  by  the  receiving  Military 
Department. 

(b)  Recording  identification  numbers. 
Assigned  property  identification  numbers 
will  be  recorded  on  all  applicable  receiving 
documents,  shipping  documents,  and  other 
documents  pertaining  to  the  property 
accounts. 

46.  In  §  30.3  revise  paragraphs  103.2 
and  307  as  follows: 


§  30.3  Appendix  G — Manual  for  control 
of  Government  property  in  posses¬ 
sion  of  nonprofit  research  and  de¬ 
velopment  contractors. 
***** 

103.2.  "Contract  administrator”  means  the 
individual  duly  designated  by  appropriate 
authority  in  the  Military  Departments  to 
administer  the  contract.  In  the  case  of  the 
Army,  Air  Force,  and  the  Defense  Supply 
Agency,  this  is  a  contracting  officer;  and  in 
the  Navy,  the  authorized  representative  of 
the  contracting  officer  having  administrative 
cognizance  over  the  contract. 

***** 

307.  Identification.  All  Government 
property  shall  be  recorded  and  identified  as 
such  by  the  contractor  promptly  upon  re¬ 
ceipt,  and  it  shall  remain  so  identified  so 
long  as  it  remains  in  the  custody,  control 
or  possession  of  the  contractor. 

(a)  Extent  of  identification,  (i)  As  a  gen¬ 
eral  rule,  all  Government  material  and  minor 
plant  equipment  shall  be  identified  as  Gov¬ 
ernment  property  except  in  those  cases 
where : 

(A)  No  materials  or  minor  plant  equip¬ 
ment  of  the  same  type  at  the  same  location 
are  owned  by  the  contractor,  his  employees, 
or  other  contracting  agencies; 

(B)  Adequate  physical  control  is  main¬ 
tained  over  tool-crib  items,  guard  force 
items,  protective  clothing  and  other  items 
issued  for  use  by  individuals  in  the  perform¬ 
ance  of  their  work  under  the  contract; 

(C)  Property  is  of  bulk  type  or  by  its  gen¬ 
eral  nature  of  packing  or  handling  precludes 
adequate  marking,  as  may  be  determined  by 
the  property  administrator;  or 

(D)  Property  is  commingled,  as  author¬ 
ized  by  paragraph  210  hereof; 

(ii)  Government-owned  special  tooling 
shall  be  marked  with  the  designation  of  the 
Military  Department  responsible  for  funding 
and  control  of  such  tooling,  as  follows: 
Army — “USA”,  Navy — “USN”,  Air  Force — 
“USAF”,  and  Defense  Supply  Agency — 
“USD”,  unless  it  is  determined  that  such 
marking  will  damage  the  special  tooling  or 
is  otherwise  impracticable.  Marking  and 
identification  procedures  may  be  expanded 
by  the  Department  having  cognizance  over 
the  tooling  to  Include  end  item  reference, 
drawing  number,  and  such  other  information 
as  may  be  desired  in  a  given  case.  The 
identification  “U.S.”  property  shall  not  be 
changed  solely  to  conform  to  the  provisions 
of  this  paragraph; 

(iii)  Unless  already  marked  in  accordance 
with  these  instructions,  all  Government- 
owned  plant  equipment,  including  industrial 
reserve  plant  equipment,  shall  be  marked 
by  the  contractor  with  an  identification 
number,  except  minor  plant  equipment,  or 
when  the  size  of  the  equipment  or  the  nature 
of  the  material  from  which  it  is  made  makes 
it  impracticable,  in  which  case  such  item 
will  be  assigned  an  identification  number 
for  record  purposes,  which  number  shall  be 
shown  in  the  plant  equipment  property  rec¬ 
ord;  or  the  equipment  is  accessory  or  auxil¬ 
iary  and  attached  to  or  otherwise  a  part 
of  an  item  of  plant  equipment  and  is  re¬ 
quired  for  its  normal  operation,  in  which 
case  such  item  shall  be  entered  and  described 
on  the  record  of  the  equipment  to  which  it 
is  attached  or  of  which  it  is  otherwise  a  part. 
Once  an  identification  number  has  been 
affixed  to  an  item  of  plant  equipment,  the 
identification  will  be  permanent  and  will 
not  be  changed  so  long  as  the  equipment 
remains  under  the  control  of  the  same  Mili¬ 
tary  Department  (but  see  (iv)  below). 
Identification  shall  be  effected  by  affixing  a 
metal,  fiber,  plastic  or  other  plate  directly 
to  the  equipment;  by  using  Indelible  ink, 
acid  or  electric  etch,  steel  dies,  or  any  other 
legible,  permanent,  conspicuous,  and  tamper- 
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proof  method.  Identification  shall  consist 
of  the  following  markings: 

(A)  An  Indication  of  Government  owner¬ 
ship  and  of  the  Military  Department  re¬ 
sponsible  for  funding  and  control  of  the 
plant  equipment,  as  follows:  Army — “USA", 
Navy— “USN”,  Air  Force— “USAP",  and  De¬ 
fense  Supply  Agency — “USD”;  however,  the 
Identification  “U.S.”  property  shall  not  be 
changed  solely  to  conform  to  the  provisions 
of  this  paragraph; 

(B)  A  two-part  Identification  number, 
furnished  by  the  Government,  consisting 
solely  of  numerals  except  as  provided  In  (C) 
below.  The  first  part  shall  be  the  property 
account  number,  and  the  second  part  shall 
be  a  serial  number.  In  case  plant  equip¬ 
ment  furnished  by  the  Government  Is  al¬ 
ready  identified  as  property  of  a  Military 
Department,  no  change  shall  be  made  in  the 
markings,  except  as  provided  In  (iv)  below; 
and 

(C)  In  the  case  of  Items  Included 
within  a  standard  Department  registration 
system,  for  example,  automotive,  construc¬ 
tion,  or  weight-handling  equipment,  appli¬ 
cation  for  a  proper  registration  number  will 
be  made  to  the  cognizant  Department,  which 
number  shall  be  used  in  lieu  of  any  other 
Identification  number. 

(lv)  Government  Identification  markings 
shall  be  removed  prior  to  scale  or  scrapping. 
No  markings  so  removed  shall  be  shown  on 
the  appropriate  documents  Involved.  In 
the  case  of  a  transfer  of  funding  and  control 
responsibilities  to  other  Military  Depart¬ 
ments  new  Identification  markings,  In  ac¬ 
cordance  with  the  requirements  of  (11)  or 
(111)  above,  may  be  affixed  upon  receipt  of 
the  equipment  by  the  receiving  Military 
Department. 

(b)  Recording  identification  numbers. 
Assigned  property  identification  numbers 
will  be  recorded  on  all  applicable  receiving 
documents,  shipping  documents,  and  other 
documents  pertaining  to  the  property 
accounts. 

[ ASPR,  Rev.  11,  Sept.  30,  1962)  (Sec.  2202, 
70A  Stat.  120;  10  U.S.C.  2202.  Interpret  or 
apply  secs.  2301-2314,  70A  Stat.  127-133;  10 
U.S.C.  2301-2314) 

J.  C.  Lambert, 

Major  General,  U.S.  Army, 

The  Adjutant  General. 

[F.R.  Doc.  62-11656;  Filed,  Nov.  26,  1962; 

8:45  a.m.) 


Chapter  V — Department  of  the  Army 

SUBCHAPTER  D — MILITARY  RESERVATIONS 
AND  NATIONAL  CEMETERIES 

PART  552— REGULATIONS  AFFECT¬ 
ING  MILITARY  RESERVATIONS 

Use  of  Department  of  the  Army  Real 
Estate;  Policy 

In  §  552.52,  paragraph  (b)  is  revised 
to  read  as  follows: 

§  552.52  Policy. 

•  *  *  •  * 

(b)  Preference.  Army  real  estate  un¬ 
der  the  control  of  the  Department  of 
the  Army  which  is  made  available  for 
use  for  other  than  Army  purposes  will 
be  made  available  for  use  by  other  mili¬ 
tary  departments  or  Department  of  De¬ 
fense  activities  and  agencies,  other  Fed¬ 
eral  agencies  and  parties  other  than 
Federal  departments  or  agencies,  in  that 
order.  Section  610  of  Public  Law  87-554, 
approved  27  July  1962  (76  Stat.  223),  re¬ 
quires  that  real  property  facilities  under 
the  jurisdiction  of  the  Department  of 


RULES  AND  REGULATIONS 

Defense  utilized  by  activities  and  agen¬ 
cies  of  the  Department  of  Defense 
(other  than  the  military  departments) 
shall  be  under  the  jurisdiction  of  a  mili¬ 
tary  department  designated  by  the  Sec¬ 
retary  of  Defense.  The  said  Section  610 
also  provides  that  any  maintenance,  re¬ 
habilitation,  repair,  alteration,  addition, 
expansion,  or  extension  of  real  property 
facilities  required  incident  to  the  opera¬ 
tion  of  activities  and  agencies  of  the 
Department  of  Defense  (other  than  the 
military  departments)  financed  from  ap¬ 
propriations  for  military  functions  of 
the  Department  of  Defense,  and  any  con¬ 
struction  of  real  property  facilities  au¬ 
thorized  for  such  activities  and  agencies, 
will  be  accomplished  by  or  through  mili¬ 
tary  departments  designated  by  the  Sec¬ 
retary  of  Defense. 

•  *  *  *  • 

[C3,  AR  405-80,  October  30,  1962]  (Sec.  3012, 
70A  Stat.  157;  10  U.S.C.  3012) 

J.  C.  Lambert, 

Major  General,  U.S.  Army, 

The  Adjutant  General. 

[FJt.  Doc.  62-11686;  Filed,  Nov.  26,  1962; 
8:48  am.) 


Title  33— NAVIGATION  AND 
NAVIGABLE  WATERS 

Chapter  II — Corps  of  Engineersr 
Department  of  the  Army 

PART  203— BRIDGE  REGULATIONS 
Waterways  in  New  Jersey 

Pursuant  to  the  provisions  of  Section 
5  of  the  River  and  Harbor  Act  of  August 
18,  1894  (28  Stat.  362;  33  U.S.C.  499), 
§  203.225  governing  the  operation  of 
bridges  across  navigable  waters  in  the 
State  of  New  Jersey  where  constant  at¬ 
tendance  of  draw  tenders  is  not  required 
is  amended  to  include  the  Cape  May 
County  drawbridge  across  Cape  Island 
Creek,  adding  new  paragraph  (f)  (11-a) , 
effective  30  days  after  publication  in  the 
Federal  Register,  as  follows: 

§  203.225  Navigable  waters  in  the  State 
of  New  Jersey;  bridges  where  con¬ 
stant  attendance  of  draw  tenders  is 
not  required. 

***** 

(f)  The  bridges  to  which  this  section 
applies,  and  the  regulations  applicable 
in  each  case,  are  as  follows: 

*  *  *  *  * 

(11-a)  Cape  Island  Creek;  Cape  May 
County  highway  bridge.  The  draw  need 
not  be  opened  for  the  passage  of  vessels, 
and  the  special  regulations  contained  in 
paragraphs  (b)  to  (e),  inclusive,  of  this 
section  shall  not  apply  to  this  bridge. 
***** 
[Regs.,  November  8,  1962,  285/111  (Cape 
Island  Creek,  N.J.)—  ENGCW-ON]  (Sec.  5, 

28  Stat.  362;  33  U.S.C.  499) 

*. 

J.  C.  Lambert, 

Major  General,  U.S.  Army, 

The  Adjutant  General. 

[F.R.  Doc.  62-11687;  Filed,  Nov.  26,  1962; 

8:48  a.m.) 


Title  35— PANAMA  CANAL  ; 

Chapter  I — Canal  Zone  Regulations 

[Canal  Zone  Order  No.  60]  i 

part  24 — SANITATION,  HEALTH, 

AND  QUARANTINE 

Subpart  C — Maritime  and  Aircraft 
Quarantine 

Miscellaneous  Amendments 

Effective  on  the  thirtieth  day  after 
publication  in  the  Federal  Register, 

§  24.104  is  deleted  and  §§  24.37,  24.45, 

24.54,  24.55,  24.56,  24.57(a),  24.63,  24.81 
(a),  24.85,  24.93,  24.100,  24.101,  and 
24.103  are  amended  to  read  as  follows: 

§  24.37  Definitions. 

As  used  in  this  subpart,  terms  shall 
have  the  following  meaning : 

(a)  Aedes  aegypti  Index.  The  ratio, 
expressed  as  a  percentage  between  the 
number  of  houses  in  a  limited  well-de¬ 
fined  area  on  the  premises  of  which 
actual  breeding-places  of  Aedes  aegypti 
are  found,  and  the  total  number  of 
houses  examined  in  that  area. 

(b)  Aircraft.  An  aircraft  making  an 
international  voyage. 

(c)  Aircraft  General  Declaration. 

The  form  approved  by  the  International 
Civil  Aviation  Organization  and  set 
forth  in  a  revised  edition  of  Annex  9  to 
the  Convention  on  International  Civil 
Aviation.  The  revised  Declaration  of 
Health  portion  of  the  form  is  also  ap¬ 
proved  by  the  World  Health  Organiza¬ 
tion  and  set  forth  in  Appendix  6  of  the 
International  Sanitary  Regulations. 

(d)  Certificate  of  vaccination.  Cer¬ 
tificate  of  vaccination  or  revaccination 
against  cholera,  smallpox  or  yellow  fever 
conforming  with  the  rules  and  models 
prescribed  by  the  International  Sanitary 
Regulations. 

(e)  Communicable  disease.  An  ill¬ 
ness  due  to  an  infectious  agent  or  its 
toxic  products  which  is  transmitted  di¬ 
rectly  or  indirectly  to  a  well  person  from 
an  affected  person,  animal,  or  arthropod 
(including  insecta  and  arachnida)  or 
through  the  agency  of  an  intermedi¬ 
ate  host,  vector  or  the  inanimate 
environment. 

(f)  Contamination.  The  presence  of 
undesirable  substance  or  material  which 
may  contain  pathogenic  microorganisms. 

(g)  Day.  A  period  of  24  hours. 

(h)  Deratting  certificate.  A  certifi¬ 
cate  issued  with  respect  to  a  vessel  by 
the  competent  health  authority  of  a  port, 
in  the  form  prescribed  by  the  Interna¬ 
tional  Sanitary  Regulations,  recording 
the  inspection  and  deratting  of  the 
vessel. 

(i)  Deratting  exemption  certificate. 

A  certificate  issued  with  respect  to  a  ves¬ 
sel  by  the  competent  health  authority  of 
a  port  in  the  form  prescribed  by  the  In¬ 
ternational  Sanitary  Regulations,  re¬ 
cording  the  inspection  and  exemption 
from  deratting  of  the  vessel  which  has  a 
negligible  number  of  rodents  on  board. 

(j)  Disinfection.  The  act  of  render¬ 
ing  anything  free  from  the  causal  agents 
of  disease. 
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(k)  Disinfestation.  The  act  of  de¬ 
stroying  the  vectors  of  a  communicable 
disease. 

(l)  Disinsecting.  The  act  of  destroy¬ 
ing  insects  or  other  anthropod  vectors  of 
a  communicable  disease. 

(m)  Foreign  port.  Any  seaport  or 
airport  other  than  a  port  under  the  con¬ 
trol  of  the  United  States,  a  port  of  the 
Canal  Zone,  or  the  seaports  or  riverports 
of  the  Republic  of  Panama. 

(n)  Fumigation.  The  process  by 
which  the  destruction  of  vermin  and  ro¬ 
dents  is  accomplished  by  the  employ¬ 
ment  of  gaseous  agents. 

(o)  Immunity.  The  condition  of  being 
protected  against  a  particular  disease, 
either  as  a  result  of  artificial  immuniza¬ 
tion  or  through  a  previous  attack  of  the 
disease  in  question. 

(p)  Incubation  period.  The  period  be¬ 
tween  the  implanting  of  disease  organ¬ 
isms  in  a  susceptible  person  and  the  ap¬ 
pearance  of  clinical  manifestations  of 
the  disease. 

(q)  Infected  local  area.  A  local  area 
(as  defined  in  the  International  Sanitary 
Regulations) :  (1)  Where  there  is  a  non- 
imported  case  of  cholera  or  smallpox; 
or,  (2)  where  there  is  a  nonimported  case 
of  plague,  or  there  is  plague  infection 
among  rodents;  or,  (3)  where  there  is  a 
nonimported  case  of  yellow  fever,  or 
there  is  activity  of  yellow  fever  virus  in 
vertebrates  other  than  man;  or,  (4) 
where  there  is  an  epidemic  of  typhus  or 
relapsing  fever. 

(r)  Infected  person.  Any  person  who 
is  suffering  from  a  quarantinable  disease 
or  who  is  considered  by  the  quarantine 
officer  in  charge  to  be  infected  with  such 
a  disease. 

(s)  Infected  vessel  or  aircraft.  See 
under  particular  quarantinable  diseases 
as  set  forth  in  §§  24.76  through  24.86. 

(t)  International  Sanitary  Regula¬ 
tions.  The  International  Sanitary  Regu¬ 
lations  (World  Health  Organization  Reg¬ 
ulations  No.  2)  adopted  by  the  Fourth 
World  Health  Assembly  on  May  25,  1951, 
as  amended  by  subsequent  Assemblies. 

(u)  Isolation.  (1)  When  applied  to  a 
person  or  group  of  persons,  the  separa¬ 
tion  of  that  person  or  group  of  persons 
from  other  persons  in  such  a  manner  as 
to  prevent  the  spread  of  infection. 

(2)  When  applied  to  animals,  the  sep¬ 
aration  of  an  animal  or  group  of  animals 
from  other  animals  or  vectors  of  disease 
'n  such  a  manner  as  to  prevent  the 
:pread  of  infection. 

(v)  Local  area.  The  smallest  area 
within  a  territory,  which  may  be  a  port  or 
airport,  having  a  defined  boundary  and 
possessing  a  health  organization  which  is 
able  to  apply  the  appropriate  sanitary 
measures  permitted  or  prescribed  by  the 
International  Sanitary  Regulations;  the 
situation  of  such  an  area  within  a  larger 
area  which  also  possesses  such  a  health 
organization  shall  not  preclude  the 
smaller  area  from  being  a  local  area  for 
the  purposes  of  the  International  Sani¬ 
tary  Regulations. 

(w)  Port  of  the  Canal  Zone.  Any  sea¬ 
port  or  airport  in  the  Canal  Zone. 

(x)  Port  under  the  control  of  the 
United  States.  Any  seaport  or  airport 
in  the  United  States,  its  territories  or 
possessions  other  than  the  Canal  Zone. 


(y)  Pratique.  A  certificate  issued  by 
a  quarantine  officer  releasing  or  provi¬ 
sionally  releasing  a  vessel  or  aircraft 
from  quarantine. 

(z)  Quarantine.  The  detention  of  a 
person,  vessel,  aircraft  or  other  convey¬ 
ance,  animal  or  thing,  in  such  place  and 
for  such  period  of  time  as  may  be  speci¬ 
fied  in  the  regulations  in  this  subpart. 

(aa)  Quarantine  officer.  A  medical 
officer  or  other  specially  trained  employee 
assigned  to  quarantine  duty  by  author¬ 
ity  of  the  Governor. 

(bb)  Quarantine  officer  in  charge. 
The  quarantine  officer  of  the  Division  of 
Preventive  Medicine  and  Quarantine  re¬ 
sponsible  for  the  application  of  these 
regulations  at  a  designated  place  or  in  a 
designated  area. 

(cc)  Quarantinable  diseases.  The 
specific  communicable  disease:  cholera, 
plague,  louse-borne  relapsing  fever, 
smallpox,  louse-borne  typhus,  and  yel¬ 
low  fever. 

(dd)  Rodents.  Gnawing  mammals 
capable  of  transmitting  or  harboring 
quarantinable  diseases. 

(ee)  Surveillance.  The  temporary  su¬ 
pervision  of  a  person  who  has  been  re¬ 
leased  from  quarantine  by  the  quaran¬ 
tine  officer  in  charge  upon  the  condition 
that  he  will  submit  himself  to  further 
medical  examination  or  inquiry  as 
required. 

(ff)  Suspect.  A  person  who  is  con¬ 
sidered  by  the  quarantine  officer  in 
charge  as  having  been  exposed  to  in¬ 
fection  by  a  quarantinable  disease  and 
to  be  capable  of  spreading  that  disease. 

(gg)  Suspected  vessel  or  aircraft.  See 
under  particular  quarantinable  diseases 
in  §§  24.76  through  24.86  of  this  subpart. 

(hh)  Valid.  (1)  With  respect  to  a 
Deratting  Certificate  or  Deratting  Ex¬ 
emption  Certificate  issued  for  a  vessel, 
a  certificate  issued  by  the  competent 
health  authority  for  a  port  not  more 
than  six  months  before  presentation  of 
the  Certificate  to  the  quarantine  officer, 
or  if  the  vessel  is  proceeding  to  a  port 
designated  or  approved  for  the  issuance 
of  such  Certificates,  not  more  than  seven 
months  before  such  presentation. 

(2)  With  respect  to  a  Certificate  of 
Vaccination,  a  certificate  presented  with¬ 
in  the  applicable  period  of  immunity 
prescribed  in  §  24.39  of  this  subpart. 

(ii)  Vector.  An  animal  (including  in¬ 
sects),  plant,  or  thing  which  conveys  or 
is  capable  of  conveying  pathogenic  or¬ 
ganisms  from  a  person  or  animal  to 
another  person  or  animal. 

(jj)  Yellow  fever  receptive  area.  An 
area  in  which  the  virus  of  yellow  fever 
does  not  exist  but  where  the  presence 
of  Aedes  aegypti  or  any  other  domiciliary 
or  peri-domiciliary  vector  of  yellow 
fever  would  permit  its  development  if 
introduced. 

♦  *  *  *  * 

§  24.45  Listing  of  infected  and  receptive 

areas. 

The  Chief,  Division  of  Preventive 
Medicine  and  Quarantine,  shall  main¬ 
tain  an  accurate  listing  of  (a)  ports 
and  other  areas  infected  with  quaran¬ 
tinable  or  other  communicable  diseases, 

(b)  yellow  fever  receptive  areas,  and 


(c)  ports  and  other  areas  having  an 
Aedes  aegypti  Index  of  1.0  and  above. 

•  *  *  *  * 

§  24.54  Vessels:  Yellow  fever. 

(a)  The  following  vessels  shall  be  dis- 
insected  prior  to  their  arrival  in  Canal 
Zone  waters  and  the  master  of  the  ves¬ 
sel  shall  certify  to  this  effect  on  the 
maritime  quarantine  declaration  pre¬ 
sented  to  the  quarantine  officer  upon 
arrival : 

(1)  An  infected  or  suspected  vessel, 
as  defined  in  §  24.85;  or, 

(2)  A  vessel  from  an  infected  local 
area;  or, 

(3)  A  vessel  that  has  left  a  port  where 
the  Aedes  aegypti  Index  is  reported  as 
1.0  or  higher. 

(b)  The  insecticide  used  and  method 
of  disinsecting  shall  be  those  prescribed 
by  the  Governor. 

(c)  In  the  event  the  disinsecting  re¬ 
quired  under  subsection  (a)  is  not  car¬ 
ried  out  or  in  the  event  the  quarantine 
officer  in  charge  finds  live  mosquitoes 
on  board  or  otherwise  determines  that 
the  vessel’s  own  disinsecting  was  inade¬ 
quate,  the  vessel  shall  be  detained  in 
quarantine  at  a  mooring  not  less  than 
400  meters  from  shore  until  disinsected 
by  quarantine  personnel  and  no  persons 
other  than  quarantine  personnel  shall 
be  allowed  on  board  until  disinsecting 
is  completed. 

§  24.55  Aircraft:  Yellow  fever. 

(a)  The  following  aircraft  shall  be 
disinsected: 

(1)  An  infected  or  suspected  aircraft 
as  defined  in  §  24.85; 

(2)  An  aircraft  from  an  infected  local 
area;  or, 

(3)  An  aircraft  that  has  left  a  port 
■where  the  Aedes  aegypti  Index  is  re¬ 
ported  as  1.0  or  higher. 

(b)  The  insecticide  used  and  the 
method  of  disinsecting  shall  be  those 
prescribed  by  the  Governor. 

(c)  The  quarantine  officer  in  charge 
shall  accept  prearrival  disinsecting  de¬ 
tails  of  which  shall  be  recorded  in  the 
Declaration  of  Health  of  the  Aircraft 
General  Declaration  if  after  inspection 
he  determines  that  such  disinsecting  has 
been  effective  and  the  insecticide  and 
disinsecting  methods  meet  prescribed 
requirements.  Aircraft  that  the  quar¬ 
antine  officer  in  charge  has  reason  to 
believe  present  a  special  hazard  with 
respect  to  the  introduction  of  insect  vec¬ 
tors  shall  be  kept  tightly  closed  on  ar¬ 
rival;  disinsecting  shall  be  accomplished 
before  discharge  of  passengers,  crew, 
mail,  baggage,  cargo,  or  other  material; 
and  no  person  except  quarantine  per¬ 
sonnel  shall  be  allowed  on  board  until 
disinsecting  is  completed. 

(d)  Additional  requirements  for  dis¬ 
insecting  aircraft  proceeding  to  or  from 
certain  regions  may  be  prescribed  by  the 
Governor  when  necessary  to  prevent  the 
importation  or  spread  of  insect  vectors 

.of  disease. 

§  24.56  General  provisions. 

(a)  A  vessel  or  aircraft  arriving  at  a 
port  of  the  Canal  Zone  shall  undergo 
quarantine  inspection  prior  to  entry 
unless: 
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(1)  In  the  current  voyage  the  vessel 
or  aircraft  has  not  touched  at  any  port 
other  than  a  quarantine  exempt  area,  a 
list  of  which  shall  be  kept  by  the  Chief, 
Division  of  Preventive  Medicine  and 
Quarantine;  or, 

(2)  In  the  current  voyage  the  vessel 
or  aircraft  has  received  pratique  at  a 
port  of  the  Canal  Zone  or  a  port  under 
the  control  of  the  United  States,  and 
since  receiving  such  pratique  has  not 
touched  at  a  port  other  than  those  listed 
pursuant  to  subparagraph  (1)  of  this 
paragraph;  or 

(3)  The  vessel  or  aircraft  possesses  a 
duplicate  of  a  pratique  issued  at  a  port 
in  Canada,  provided  that  since  receiv¬ 
ing  such  pratique  the  vessel  or  aircraft 
has  not  touched  at  ports  other  than 
those  listed  pursuant  to  subparagraph 

(1)  of  this  paragraph. 

(b)  A  vessel  or  aircraft  otherwise  ex¬ 
empt  from  inspection  under  the  provi¬ 
sion  of  paragraph  (a)  (1) ,  (2) ,  or  (3)  of 
this  section  shall  undergo  quarantine 
inspection  prior  to  entering  a  port  of 
the  Canal  Zone  if  the  vessel  or  aircraft: 

(1)  Has  aboard,  or  during  the  current 
voyage  has  had  aboard,  a  person  in¬ 
fected  or  suspected  of  being  infected 
with  anthrax,  chickenpox,  cholera, 
dengue,  diphtheria,  infectious  encepha¬ 
litis,  measles,  menigococcus  meningitis, 
plague,  poliomyelitis,  psittacosis,  relaps¬ 
ing  fever,  scarlet  fever,  smallpox,  strep¬ 
tococcic  sore  throat,  typhoid  fever, 
typhus,  or  yellow  fever;  or, 

(2)  Arriving  directly  from  a  port 
where  at  the  time  of  departure  there 
was  present  or  suspected  of  being  present 
cholera,  plague,  relapsing  fever,  small¬ 
pox,  typhus,  or  yellow  fever;  or, 

(3)  Being  exempt  from  inspection  un¬ 
der  the  provisions  of  paragraph  (a)(1) 
of  this  section,  on  arrival  at  a  port  of 
the  Canal  Zone  has  on  board  a  person 
who  has  been  in  a  port  or  area  other 
than  those  listed  pursuant  to  paragraph 

(a)(1)  within  *4  days  prior  to  such  ar¬ 
rival;  or, 

(4)  Being  exempt  from  inspection 
under  the  provisions  of  paragraph  (a) 
(1)  or  (3)  of  this  section,  on  arrival  at  a 
port  of  the  Canal  Zone  has  on  board  an 
animal  or  article  that  does  not  comply 
with  the  admission  requirements  con¬ 
tained  in  §§  24.100  through  24.103. 

(c)  Notwithstanding  the  provision  ©f 
paragraph  (a)  (2)  and  (3)  of  this  sec¬ 
tion,  a  vessel  or  aircraft  having  received 
pratique  at  a  port  of  the  Canal  Zone  or 
a  port  under  the  control  of  the  United 
States,  or  possessing  a  duplicate  pratique 
from  Canada: 

(1)  Shall  comply  with  any  conditions 
and  carry  out  any  additional  measures 
specified  in  the  pratique;  and 

(2)  May  be  required  to  undergo 
quarantine  inspection  if  the  quarantine 
officer  in  charge  has  reason  to  believe 
that  the  entry  of  the  vessel  or  aircraft 
would  be  likely  to  cause  the  introduction 
of  communicable  disease. 

24.57  Vessels  and  aircraft  of  armed 
services. 

(a)  Vessels  and  aircraft  belonging  to 
or  operated  by  the  armed  services  of  the 
United  States  may  be  exempted  from 
quarantine  inspection  if  the  Chief,  Di¬ 


vision  of  Preventive  Medicine  and  Quar¬ 
antine,  is  satisfied  that  they  have  com¬ 
plied  with  regulations  of  such  armed 
services  meeting  the  requirements  of  the 
regulations  of  this  part.  (For  applicable 
regulations  of  the  Armed  Forces  see 
Army  Regulation  No.  40-12;  Navy  De¬ 
partment  General  Order  No.  20;  Air 
Force  Regulation  No.  161-4.) 

•  *  *  *  * 

§  24.63  Aircraft;  report  by  commander 
respecting  illness,  et  cetera. 

The  aircraft  commander,  or  his  au¬ 
thorized  agent,  on  all  aircraft  arriving 
in  the  Canal  Zone,  except  on  flights 
originating  in  the  United  States  or  the 
Republic  of  Panama  unless  deemed 
necessary  by  the  health  authority  of  the 
airport  shall  complete  and  deliver  to  the 
health  authority  for  the  airport  a  copy 
of  the  Aircraft  General  Declaration 
which  shall  include  in  the  Health  Part: 

(a)  Details  of  any  illness  suspected 
of  being  of  an  infectious  nature  which 
has  occurred  on  board  during  the  flight ; 

(b)  Any  other  condition  on  board 
which  may  lead  to  the  spread  of  disease ; 
and, 

(c)  Details  of  each  disinsecting  or 
sanitary  treatment  (place,  date,  time, 
method)  during  the  flight.  If  no  dftin- 
secting  has  been  carried  out  during  the 
flight  give  details  of  most  recent  disin¬ 
secting. 

*  *  *  *  * 

§  24.81  Smallpox:  persons,  general. 

(a)  All  arriving  persons  shall  be  sub¬ 
ject  to  vaccination  against  small  pox 
unless  they  present  evidence  satisfactory 
to  the  quarantine  officer  of  successful 
vaccination  or  of  a  revaccination,  within 
three  years  prior  to  arrival  or  evidence 
of  a  previous  attack  of  smallpox. 
***** 

§  24.85  Yellow  fever:  Vessels  and  air¬ 
craft;  classification. 

For  the  purpose  of  applying  sanitary 
and  quarantine  measures  against  the 
spread  of  yellow  fever: 

(a)  An  infected  vessel  means  a  vessel 
which  has  on  board  on  arrival  or  which 
during  its  voyage  had  on  board  a  case 
of  yellow  fever. 

(b)  An  infected  aircraft  means  an 
aircraft  which  has  on  board  on  arrival 
a  case  of  yellow  fever. 

(c)  A  suspected  vessel  means  a  ves¬ 
sel  which  has  left  a  yellow  fever  infected 
local  area  within  six  days  prior  to  ar¬ 
rival  or  which  arriving  within  30  days 
after  leaving  such  area  has  Aedes  aegypti 
on  board. 

(d)  A  suspected  aircraft  means  an  air¬ 
craft  which  has  left  an  airport  situated 
in  a  yellow  fever  infected  local  area  ar¬ 
riving  at  an  airport  of  the  Canal  Zone 
if  upon  arrival  the  health  authority  for 
the  airport  is  not  satisfied  that  it  was 
adequately  disinsected  before  departure 
from  such  area  or  in  flight  and  finds  live 
mosquitoes  on  board. 

*  *  *  *  * 

4. 

§  24.93  Application  of  sanitary  meas¬ 
ures. 

The  sanitary  measures  prescribed  by 
§§  24.68  and  24.76  through  24.86  of  this 
subpart  and  such  further  sanitary 


measures  as  may  be  prescribed  by  the 
Governor  when  necessary  to  prevent  the 
importation  or  spread  or  rodent  or 
vermin  vectors  of  diseases  shall  be  ap¬ 
plicable  to  all  vessels  docking  at  Canal 
Zone  facilities. 

*  *  *  *  * 

§  24.100  Quarantine  of  dogs  and  cats. 

The  owner  or  person  in  charge  of  every 
dog  or  cat  brought  into  the  Canal  Zone 
from  off  the  Isthmus  of  Panama  shall 
deliver  the  animal  to  a  representative  of 
the  Division  of  Veterinary  Medicine  im¬ 
mediately  upon  arrival  of  the  animal  in 
the  Canal  Zone,  and  every  such  animal 
shall  be  held  in  quarantine  and  shall  not 
be  released  therefrom  except  in  com¬ 
pliance  with  regulations  which  are  here¬ 
by  authorized  to  be  prescribed  by  the 
Governor  to  prevent  the  spread  of  rabies 
or  other  diseases  of  animals:  Provided, 
however,  That  dogs  and  cats  arriving  at 
Canal  Zone  ports  destined  for  the  Re¬ 
public  of  Panama  shall  be  transferred 
to  appropriate  quarantine  authorities 
of  said  Republic  for  confinement  under 
the  provisions  of  quarantine  regulations 
in  force  in  said  Republic.  Regulations 
issued  by  the  Governor  under  this  sec¬ 
tion  may  provide  among  other  things, 
for  (a)  the  detention  of  the  dog  or  cat 
for  such  period  of  time  as  may  be  speci¬ 
fied  by  the  Governor;  (b)  the  imposition 
and  collection  of  reasonable  charges  for 
the  care  of  the  animal  during  such  quar¬ 
antine  period;  (c)  the  sale  or  other  dis¬ 
position  to  be  made  of  the  animal  in  the 
event  of  nonpayment  of  such  charges  or 
in  the  event  the  animal  is  unclaimed ;  and 

(d)  the  disposition  of  the  proceeds  of 
the  sale  of  the  animal,  if  sold. 

§  24.101  Quarantine  of  animals  gen¬ 
erally. 

The  quarantinable  diseases  of  animals 
are  glanders,  anthrax,  tuberculosis,  foot- 
and-mouth  disease,  contagious  pleuro¬ 
pneumonia,  rinderpest,  surra,  brucellosis, 
psittacosis  or  ornithosis,  pullorum  dis¬ 
ease,  Newcastle  disease  (avian  pneu¬ 
moencephalitis)  ,  fowl  pest  (fowl  plague)* 
equine  encephalomyelitis,  dourine,  epi¬ 
zootic  or  ulcerative  lymphangitis, 
scrapie,  hog  cholera,  swine  plague,  Afri¬ 
can  swine  fever,  and  erysipelas,  together 
with  such  other  disease  as  the  Gover¬ 
nor  may  prescribe;  and  the  Governor 
may  prescribe  such  regulations  as  he  may 
deem  necessary  to  prevent  the  introduc¬ 
tion  and  spread  of  such  disease. 

*  *  *  *  * 

§  24.103  Dead  bodies;  death  certificates. 

(a)  The  remains  of  a  person  dead 
from  a  quarantinable  disease  shall  not  be 
brought  into  a  port  of  the  Canal  Zone 
unless  it  is  either  properly  embalmed  and 
placed  in  a  hermetically  sealed  casket 
or  cremated.  The  remains  of  a  person 
who  dies  of  such  disease  after  arrival  in 
quarantine  shall  be  disposed  of  in  such 
manner  as  the  Health  Director  may  di¬ 
rect. 

(b)  A  death  certificate  on  Canal  Zone 
Government  form  shall  be  completed 
and  signed  in  sextuplicate  and  accom¬ 
pany  all  bodies  brought  into  the  Canal 
Zone  for  interment  in  the  Canal  Zone 
or  for  further  transshipment.  One  copy 
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of  the  death  certificate  shall  be  delivered 
to  the  quarantine  officer  with  the  Quar¬ 
antine  Declaration  upon  initial  boarding. 
The  death  certificate  shall  be  signed  by 
the  ship’s  surgeon,  if  any,  or  by  the 
ship’s  master,  or  aircraft  commander, 
as  the  case  may  be,  if  death  occurred 
aboard  a  vessel  or  aircraft  enroute  to  a 
port  of  the  Canal  Zone. 

(c)  When  death  has  occurred  on  board 
a  vessel  enroute  to  a  port  of  the  Canal 
Zone  and  burial  at  sea  has  been  accom¬ 
plished,  one  copy  of  the  death  certificate 
on  Canal  Zone  Government  form  and  ex¬ 
tract  of  the  ship’s  log  pertinent  to  the 
antecedent  events  leading  to  death  shall 
be  prepared  and  presented  to  the  quar¬ 
antine  officer  and  attached  to  the  Quar¬ 
antine  Declaration  upon  initial  boarding. 

[Sec.  371  of  title  2  of  the  Canal  Zone  Code 
(1934  ed.)  [Sec.  911  of  title  2  of  the  Canal 
Zone  Code  (1962  ed.)  Public  Law  87-845 [; 
E.O.  9743  3  CFR  544,  1943-1948  Comp.;  E.O. 
10101,  3  CFR  296,  1949-1953  Comp.;  E.O. 
10595,  3  CFR  58,  1955  Supp.l 

Cyrus  Vance, 
Secretary  of  the  Army. 

November  19, 1962. 

[PR.  Doc.  62-11671;  Filed,  Nov.  26,  1962; 

8:46  a.m.] 


Title  38— PENSIONS,  BONUSES, 
AND  VETERANS’  RELIEF 

Chapter  I — Veterans  Administration 
PART  36— LOAN  GUARANTY 
Miscellaneous  Amendments 

1.  In  §  36.4331,  paragraph  (a)  is 
amended  to  read  as  follows: 

§  36.4331  Disqualification  of  lenders. 

(a)  A  lender  or  holder  may  be  sus¬ 
pended  from  obtaining  guaranty  or  in¬ 
surance  of  loans  or  from  the  right  to 
the  guaranty  or  insurance  in  respect  to 
any  loan  made  or  purchased  after  the 
date  of  its  suspension,  except  as  provided 
in  paragraph  (h)  of  this  section,  when¬ 
ever  any  of  the  employees  designated  in 
§  36.4342(b)  finds  that  the  lender  or 
holder  (hereinafter  referred  to  as  lender) 
has  failed  to  maintain  adequate  loan  ac¬ 
counting  records,  or  to  demonstrate 
proper  ability  to  service  loans  ade¬ 
quately,  or  to  exercise  proper  credit 
judgment,  or  has  declined  to  make  a 
guaranteed  or  insured  home  loan  to  an 
eligible  veteran  because  of  the  applicant’s 
race,  color,  creed,  or  national  origin,  or 
has  willfully  or  negligently  engaged  in 
practices  otherwise  detrimental  to  the 
interests  of  veterans  or  of  the  Govern¬ 
ment,  or  has  been  refused  the  benefits 
of  participation  under  the  National 
Housing  Act  pursuant  to  a  determina¬ 
tion  of  the  Federal  Housing  Commis¬ 
sioner  under  section  512  of  that  act. 
Suspension  of  a  lender  shall  be  effected 
only  when  specifically  authorized  by  the 
Administrator,  the  Deputy  Administra¬ 
tor,  or  by  the  Chief  Benefits  Director, 
Department  of  Veterans  Benefits.  In 
any  case  in  which  suspension  has  been 
so  authorized  and  ( 1 )  an  indictment  has 
been  secured  or  a  criminal  information 


has  been  filed  against  the  lender  in  con¬ 
nection  with  a  transaction  involving  38 
U.S.C.  ch.  37,  or  (2)  is  based  upon  ac¬ 
tion  taken  by  the  Federal  Housing  Com¬ 
missioner,  an  immediate  suspension  may 
be  effected.  In  any  other  case  in  which 
the  Manager  of  a  regional  office  has 
obtained  Central  Office  authorization  to 
initiate  suspension  proceedings,  prior 
written  notice  of  intention  to  apply  the 
suspension  sanction  shall  be  furnished 
to  the  lender  concerned. 

*  *  *  *  * 

2.  In  §  36.4361,  paragraph  (a)  is 
amended  to  read  as  follows: 

§  36.4361  Right  of  the  Administrator  to 
refuse  to  appraise  residential  proper¬ 
ties. 

(a)  The  Administrator  may  refuse  to 
appraise  dwellings  to  which  a  request 
for  appraisal  relates  if  he  determines 
that  any  party  or  parties  involved  or 
financially  interested  in  the  construction 
or  sale  of  such  units  (1),  have  thereto¬ 
fore  participated  in  the  construction  or 
sale  of  units  sold  to  veterans  which  in¬ 
volved  (i)  substantial  deficiencies  in  the 
construction,  or  (ii)  a  failure  or  indicated 
inability  to  discharge  contractual  obliga¬ 
tions  to  the  veterans  who  contracted  for 
the  construction  or  purchase  of  such 
units,  or  (iii)  the  use  of  a  contract  of 
sale  or  of  methods  or  practices  in  mar¬ 
keting  such  units  of  a  type  which  under 
standards  promulgated  by  the  Adminis¬ 
trator  was  unfair  or  unduly  prejudi¬ 
cial  to  the  veterans  concerned,  or  (2), 
have  been  refused  the  benefits  of  partic¬ 
ipation  under  the  National  Housing  Act 
pursuant  to  a  determination  of  the  Fed¬ 
eral  Housing  Commissioner  under  sec¬ 
tion  512  of  that  act,  or  (3) ,  have  declined 
to  sell  a  residential  property  to  an  eligi¬ 
ble  veteran  because  of  his  race,  color, 
creed,  or  national  origin.  Upon  any  such 
refusal  to  appraise,  the  Administrator 
shall  give  written  notice  thereof  to  the 
person  or  firm  submitting  the  appraisal 
request  and  shall  state  the  basis  for  such 
refusal. 

*  *  *  *  * 

(72  Stat.  1114;  38  UJS.C.  210) 

These  regulations  are  effective  Novem¬ 
ber  27, 1962. 

[seal]  J.  S.  Gleason,  Jr., 

Administrator  of  Veterans  Affairs. 

[F.R.  Doc.  62-11714;  Filed,  Nov.  26,  1962; 

8:50  a.m.] 


Title  43— PUBLIC  LANDS: 
INTERIOR 

Chapter  I — Bureau  of  Land  Manage¬ 
ment,  Department  of  the  Interior 

APPENDIX — PUBLIC  LAND  ORDERS 

[Public  Land  Order  2819] 

[Idaho  011734] 

IDAHO 

Correcting  Public  Land  Order  No.  2776 
of  September  27,  1962 

The  date  of  expiration  of  the  State 
of  Idaho  preference  right  of  application 


appearing  as  March  27,  1962,  in  Para¬ 
graph  4  of  Public  Land  Order  No.  2776 
of  September  27,  1962  (27  F.R.  9813),  is 
corrected  to  read  March  27,  1963. 

The  date  for  the  general  opening  of 
the  lands,  fixed  at  March  27,  1962,  in 
Paragraph  5  of  Public  Land  Order  No. 
2776,  is  corrected  to  read  March  27,  1963. 

Kenneth  Holum, 
Assistant  Secretary 

of  the  Interior. 

November  20, 1962. 

[F.R.  Doc.  62-11668;  Filed,  Nov.  26,  1962; 
8:45  a.m.] 


Title  47— TELECOMMUNICATION 

Chapter  1 — Federal  Communications 
,  Commission 

PART  2— FREQUENCY  ALLOCATIONS 
AND  RADIO  TREATY  MATTERS; 
GENERAL  RULES  AND  REGULA¬ 
TIONS 

Treaties  and  Other  International 
Agreements  Relating  to  Radio 

The  Commission  having  under  con¬ 
sideration  the  desirability  of  making  cer¬ 
tain  editorial  changes  in  §  2.601  of  its 
rules  and  regulations;  and 

It  appearing  that  the  amendments 
adopted  herein  are  editorial  in  nature, 
and,  therefore,  prior  publication  of 
notice  of  proposed  rule  making  under  the 
provisions  of  section  4  of  the  Administra¬ 
tive  Procedure  Act  is  unnecessary,  and 
the  amendments  may  become  effective 
immediately;  and 

It  further  appearing  that  the  amend¬ 
ments  adopted  herein  are  issued  pursuant 
to  authority  contained  in  sections  4(i), 
(5)  (d)(1)  and  303 (r)  of  the  Communica¬ 
tions  Act  of  1934,  as  amended,  and 
§  0.341(a)  of  the  Commission’s  State¬ 
ment  of  Organization,  Delegations  of 
Authority  and  Other  Information; 

It  is  ordered.  This  16th  day  of  Novem¬ 
ber  1962,  that,  effective  November  21, 
1962,  §  2.601  is  amended  as  set  forth  be¬ 
low. 

(Sec.  4,  48  Stat.  1066  as  amended;  47  U.S.C. 
154.  Interpret  or  apply  sec.  5,  66  Stat.  713 
and  sec.  303,  48  Stat.  1082,  as  amended;  47 
U.S.C.  155,303) 

Released:  November  19, 1962. 

Federal  Communications 
Commission’ 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 


1.  Part  2  is.  amended  by  replacing  the 
existing  text  of  §  2.601  with  the  text 
below : 

§  2.601  Treaties  and  other  international 
agreements  relating  to  radio. 

(Corrected  to  November  1,  1962.  The 
Commission  does  not  distribute  copies  of 
these  documents.  Inquiry  may  be  made  to 
the  U.S.  Government  Printing  Office  con¬ 
cerning  availability  for  purchase.) 

(a)  The  applicable  international  trea¬ 
ties  and  other  international  agreements 
in  force  relating  to  radio  and  to  which 
the  United  States  of  America  is  a  party, 
are  listed  below : 
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RULES  AND  REGULATIONS 


Date 

Citations 1 

Subject 

1946 _ _ 

ICAO  Communications  Division,  2d  session,  Montreal.1 

ICAO  Communications  Division,  3d  session,  Montreal.* 

1949 . . 

1951 . 

ICAO  Communications  Division,  4th  session,  Montreal.* 

1954 . 

ICAO  Communications  Division,  5th  session,  Montreal.* 

1954 . 

8  UST  179 . . . 

Protocol  Amending  the  International  Civil  Aviation  Convention  of 
Dec.  7,  1944.*  Done  at  Montreal,  June  14,  1954.  Entered  into 
force  Dec.  12, 1956. 

ICAO  Communications  Division,  6th  session,  Montreal.* 

ICAO  Communications  Division,  special  session,  Montreal.* 

ICAO  Communications  Division,  7th  session,  Montreal.* 

1957 _ 

TIAS  3756. 

1958 . 

1962 . 

»  Stat.— United  States  Statutes  at  Large.  / 

TIAS — Treaties  and  other  international  acts  series. 

*  Available  from  the  Secretary  General  of  ICAO,  International  Aviation  Building,  1080  University  Street,  Mon¬ 
treal,  Canada. 

[F.R.  Doc.  62-11610;  Filed,  Nov.  26,  1962;  8:45  a.m.] 


Proposed  Rule  Making 


DEPARTMENT  OF  THE  TREASURY 

Internal  Revenue  Service 
[  26  CFR  Part  1  1 

SUBSTANTIATION  OF  CERTAIN  EN¬ 
TERTAINMENT,  GIFT  AND  TRAVEL 
EXPENSES 

Notice  of  Hearings  on  Proposed 
Regulations 


Lapeer,  Lenawee,  Livingston,  Macomb, 
Mason,  Mecosta,  Midland,  Monroe, 
Montcalm,  Muskegon,  Newaygo,  Oak¬ 
land,  Oceana,  Ogemaw,  Osceola,  Ottawa, 
Saginaw,  Sanilac,  Shiawassee,  St.  Clair, 
St.  Joseph,  Tuscola,  Van  Buren,  Wash¬ 
tenaw,  and  Wayne  Counties,  in  the  State 
of  Michigan,  to  the  list  of  areas  therein 
designated  as  eradication  areas  since 
the  cooperative  sheep  scabies  eradication 
program  is  now  being  conducted  in  such 
Counties.  The  above-named  Counties 


The  proposals  relative  to  a  redefinition 
of  the  marketing  areas  raise  in  each  in¬ 
stance  the  issue  whether  the  provisions 
of  the  present  order  would  tend  to  ef¬ 
fectuate  the  declared  policy  of  the  Act, 
if  they  are  applied  to  the  marketing  area 
as  proposed  to  be  redefined  and,  if  not, 
what  modifications  of  the  provisions  of 
the  order  would  be  appropriate. 

The  proposed  amendments,  set  forth 
below,  have  not  received  the  approval  of 
the  Secretary  of  Agriculture. 


Proposed  regulations  under  section  274 
(d)  of  the  Code,  relating  to  substantia¬ 
tion  of  certain  entertainment,  gift  and 
travel  expenses,  were  published  in  the 
Federal  Register  for  November  8,  1962. 

A  notice  scheduling  the  time  and  place 
of  a  public  hearing  as  December  4,  1962, 
in  the  Auditorium,  Smithsonian  Institu¬ 
tion,  Museum  of  Natural  History  was 
published  in  the  Federal  Register  for 
November  15,  1962.  For  administrative 
reasons,  the  place  of  hearing  on  Decem¬ 
ber  4  has  been  changed  to  the  Audito¬ 
rium,  Department  of  Health,  Education, 
and  Welfare,  330  Independence  Avenue 
SW.,  Washington,  D.C.  To  accommo¬ 
date  those  persons  who  are  unable  to 
attend  the  hearing  on  December  4,  it 
will  be  continued  through  December  5. 
The  commencement  time  for  the  hear¬ 
ings  on  both  days  will  be  10:00  am., 
e.s.t. 

Persons  who  plan  to  attend  the  hear¬ 
ings  are  requested  to  notify  the  Com¬ 
missioner  of  Internal  Revenue,  Atten¬ 
tion:  T:P,  Washington  25,  D.C.,  by  No¬ 
vember  30,  1962. 

[seal]  Paul  T.  Maginnis, 

Acting  Director,  Technical 
Planning  Division,  Internal 
Revenue  Service. 

[F.R.  Doc.  62-11747;  Filed,  Nov.  26.  1962; 

8:50  a.m.] 


DEPARTMENT  OF  AGRICULTURE 

Agricultural  Research  Service 
[  9  CFR  Part  74  1 
SCABIES  IN  SHEEP 

Eradication  Areas;  Proposed  Addition 
of  Certain  Counties  in  Michigan 

Notice  is  hereby  given  in  accordance 
with  section  4  of  the  Administrative 
Procedure  Act  (5  U.S.C.  1003)  that,  pur¬ 
suant  to  the  provisions  of  the  Act  of 
May  29,  1884,  as  amended,  the  Act  of 
February  2,  1903,  as  amended,  and  the 
Act  of  March  3,  1905,  as  amended  (21 
U.S.C.  111-113,  115,  117,  120,  121,  123- 
126),  it  is  proposed  to  amend  §  74.3(a) 
of  Part  74,  Subchapter  C,  Chapter  I,  Title 
9,  Code  of  Federal  Regulations,  by  add¬ 
ing  Allegan,  Arenac,  Barry,  Bay,  Berrien, 
Branch,  Calhoun,  Cass,  Clare,  Clinton, 
Eaton,  Genesee,  Gladwin,  Gratiot,  Hills¬ 
dale,  Huron,  Ingham,  Ionia,  Iosco,  Isa¬ 
bella,  Jackson,  Kalamazoo,  Kent,  Lake, 

No.  229 - 13 


are  presently  included  in  the  infected 
areas  as  sheep  scabies  is  known  to  exist 
in  such  Counties. 

Any  person  who  wishes  to  submit  writ¬ 
ten  data,  views,  or  arguments  concerning 
the  proposed  amendment  may  do  so  by 
filing  them  with  the  Director,  Animal 
Disease  Eradication  Division,  Agricul¬ 
tural  Research  Service,  United  States 
Department  of  Agriculture,  Washington 
25,  D.C.,  within  45  days  after  publication 
of  this  notice  in  the  Federal  Register. 

Done  at  Washington,  D.C.,  this  20th 
day  of  November  1962. 

M.  R.  Clarkson, 
Acting  Administrator, 
Agricultural  Research  Service. 

[F.R.  Doc.  62-11702;  Filed,  Nov.  26,  1962; 

8:49  a.m.] 


Agricultural  Stabilization  and 
Conservation  Service 

I  7  CFR  Parts  1004  and  1010  1 

[Docket  Nos.  AO-160-A  26,  AO-2 7 6- A  6] 

MILK  IN  THE  PHILADELPHIA,  PA., 
AND  WILMINGTON,  DEL.,  MARKET¬ 
ING  AREAS 

Notice  of  Hearing  on  Proposed 
Amendments  to  Tentative  Market¬ 
ing  Agreements  and  Orders 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C.  601  et  seq.) , 
and  the  applicable  rules  of  practice  and 
procedure  governing  the  formulation  of 
marketing  agreements  and  marketing 
orders  (7  CFR  Part  900) ,  notice  is  hereby 
given  of  a  public  hearing  to  be  held  at  the 
Adelphia  Hotel,  Chestnut  Street  at  13th, 
Philadelphia  7,  Pennsylvania,  beginning 
at  9:30  a.m.,  e.s.t.,  on  March  4,  1963, 
with  respect  to  proposed  amendments  to 
the  tentative  marketing  agreements  and 
to  the  orders,  regulating  the  handling  of 
milk  in  the  Philadelphia,  Pennsylvania 
and  Wilmington,  Delaware  marketing 
areas. 

The  public  hearing  is  for  the  purpose 
of  receiving  evidence  with  respect  to  the 
economic  and  marketing  conditions 
which  relate  to  the  proposed  amend¬ 
ments,  hereinafter  set  forth,  and  any  ap¬ 
propriate  modifications  thereof,  to  the 
tentative  marketing  agreements  and  to 
the  orders. 


Proposed  by  Interstate  Milk  Producers’ 
Cooperative,  Inc.,  United  Milk  Producers 
Cooperative  Association  of  New  Jersey 
and  Lehigh  Valley  Cooperative  Farmers: 

Proposal  No.  1.  Extend  the  market¬ 
ing  area  of  the  Philadelphia  Federal 
milk  order  (Order  No.  4)  to  include  the 
following : 

(a)  All  the  territory  within  the  State 
of  New  Jersey  not  now  included  in  the 
marketing  area  of  the  New  York-New 
Jersey  Federal  milk  order  (Order  No.  2) ; 
and 

(b)  All  the  territory  presently  in¬ 
cluded  in  the  marketing  area  of  the 
Wilmington  Federal  milk  order  (Order 
No.  10). 

Proposal  No.  2.  Such  order  shall  con¬ 
tain  provisions  for  individual-handler 
type  pools. 

Proposed  by  Interstate  Milk  Producers 
Cooperative,  Inc.,  and  Lehigh  Valley  Co¬ 
operative  Farmers: 

Proposal  No.  3.  Further  expand  the 
marketing  area  of  Federal  milk  order 
No.  4  to  include  Cecil  County,  Maryland 
and  the  remaining  portions  of  the  State 
of  Delaware. 

Proposal  No.  4.  Amend  the  first  pro¬ 
viso  in  §  1004.7(b)  by  deleting  “Decem¬ 
ber  and  January”  and  by  adding  “Sep¬ 
tember”  immediately  following  the  words 
“during  any  of  the  months  of”  and  by 
deleting  “four  of  the  preceding  months 
of  February  through  September”  and 
substituting  therefor  the  following  “four 
of  the  preceding  months  of  December 
through  August”. 

Proposal  No.  5.  Amend  the  proviso  in 
§  1004.47(a)  (5)  by  deleting  the  words 
“October  through  January”  and  substi¬ 
tuting  therefor  the  words  “September 
through  November”. 

Proposal  No.  6.  Amend  §  1004.50(a) 
(1)  (v)  to  adjust  the  figure  “29,476”  ap¬ 
propriately  to  account  for  the  addition 
of  New  Jersey  Class  I  sales. 

Proposal  No.  7.  Amend  §  1004.52(a) 
by  adding  the  language  “West  of  the 
Delaware  River  or  South  of  the  South¬ 
ern-most  boundaries  of  the  State  of 
Pennsylvania  or  New  Jersey  and,”  im¬ 
mediately  following  the  word  “located” 
in  the  first  sentence. 

Proposal  No.  8.  Delete  §  1004.10  and 
substitute  therefor  the  following: 

§  1004.10  Producer. 

“Producer”  means  any  person  except 
a  producer-handler  and  a  dairy  farmer 
whose  milk  is  deemed  to  have  been  re¬ 
ceived  as  milk  diverted  from  a  nonpro- 
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ducer  milk  plant,  who  produces  milk 
which  is  received  directly  at  a  producer 
milk  plant:  Provided,  That  if  such  milk 
is  diverted  by  a  handler  for  such  han¬ 
dler’s  account  from  a  producer  milk  plant 
to  a  non-producer  milk  plant,  it  shall  be 
deemed  to  have  been  received  at  a  pro¬ 
ducer  milk  plant  at  the  location  of  the 
plant  from  which  diverted :  And  provided 
further.  That  no  dairy  farmer  shall 
qualify  as  a  producer  under  this  section 
with  respect  to  milk  so  diverted  unless: 

(a)  He  held  status  as  a  producer 
throughout  the  entire  preceding  month, 
or 

(b)  The  greater  volume  of  his  milk 
from  the  first  day  of  delivery  or  diver¬ 
sion  during  the  current  month,  as  the 
case  may  be,  wras  physically  received  at 
a  producer  milk  plant. 


Proposal  No.  9.  Amend  §  1004.22(j) 
(4)  to  include  in  the  announcement  the 
names  and  locations  of  all  milk  plants 
subject  to  other  Federal  orders  from 
which  Class  I  milk  is  disposed  of  on 
wholesale  and  retail  routes  in  the  Phil¬ 
adelphia-South  Jersey  marketing  area. 

Proposal  No.  10.  Amend  §  1004.32  by 
deleting  the  limiting  reference:  “Infor¬ 
mation  contained  in  reports  submitted”. 

Proposed  by  Eastern  Milk  Producers 
Cooperative  Association,  Inc.: 

Proposal  No.  11.  Amend  Federal  milk 
order  No.  4  to  include  in  the  marketing 
area  all  of  the  State  of  New  Jersey  which 
is  not  now  a  part  of  the  New  York-New 
Jersey  milk  marketing  area. 

Proposal  No.  12.  Include  in  the  mar¬ 
keting  area  of  Order  No.  4  the  market¬ 
ing  area  presently  regulated  by  Order 
No.  10. 

Proposal  No.  13.  Further  amend  Or¬ 
der  No.  4  to  include  the  following: 

(a)  Marketwide  pooling. 

(b)  Pooling  requirements  based  upon 
a  continuous  performance  basis. 

(c)  Classification  of  all  cream,  sweet 
or  sour,  half  and  half  or  other  fluid 
cream  products  as  Class  II  milk. 

(d)  Classification  as  Class  III  all  milk 
not  classified  in  some  other  class. 

(e)  Pricing  of  Class  n  milk  to  achieve 
proper  coordination  with  milk  in  like 
classification  under  Order  No.  2. 

(f)  Amendments  of  supplementary 
sections  to  bring  other  provisions  of  the 
order  into  conformity  with  the  fore¬ 
going  proposed  amendments. 

Proposed  by  the  Milk  Distributors  As¬ 
sociation  of  the  Philadelphia  Area.  Inc.: 

Proposal  No.  14.  Merge  Federal  or¬ 
ders  Nos.  4  and  10  and  expand  the  mar¬ 
keting  area  to  include  the  following 
communities  located  in  the  State  of 
Pennsylvania: 

In  Bucks  County,  the  townships  of: 


Upper  Makefield. 

Northhampton. 

Warwick. 

Buckingham. 

Plumstead. 

Hill  town. 

East  Rockhill. 
Newtown. 
Warminster. 
Solebury. 


Doyles  town. 

Tinicum. 

Richland. 

Upper  Southhamp¬ 
ton. 

Warrington. 

Wrightstown. 

New  Britain. 
Bedminister. 

West  Rockhill. 


In  Montgomery  County,  the  townships 
of: 

Upper  Moreland. 

Skippack. 

Whitemarsh. 

Towamencin. 

East  Norriton. 

Salford. 

Lower  Gwynedd. 

Lower  Salford. 

Worcester. 

Upper  Dublin. 

Perkiomen. 

Upper  Merion. 

Franconia. 

West  Norriton. 

Upper  Salford. 

Upper  Gwynedd. 

Horsham. 

Hatfield. 

Plymouth. 

Lower  Providence. 

Whitpain. 

Montgomery. 

Upper  Providence. 

In  Chester  County, 

the  townships  of: 

Easttown. 

Cain. 

Thornbury. 

Upper  Uwchlan. 

East  Goshen. 

Schuylkill. 

West  Whiteland. 

East  Vincent. 

Uwchlan. 

Westtown. 

Charlestown. 

West  Goshen. 

West  Vincent. 

East  Whiteland. 

Pennsbury. 

East  Cain. 

Willis  town. 

West  Pikeland. 

East  Bradford. 

East  Pikeland. 

Tredyffrin. 

Birmingham. 

And  all  the  boroughs  or  other  political 
subdivisions,  if  any,  located  within  or 
adjacent  to  the  specified  townships  in 
the  Counties  of  Bucks,  Montgomery  and 
Chester  not  limited  to  but  specifically 
including  the  bordering  boroughs  of 
Trumbauersville,  Royersford,  Coatesville, 
Schwenksville,  South  Coatesville,  Mo¬ 
dena,  and  Downingtown. 

Proposal  No.  15.  Amend  §  1004.11  to 
read  as  follows: 

§  1004.11  Producer-handler. 

“Producer-handler”  means  any  person 
who  operates  a  dairy  farm,  a  milk  proc¬ 
essing  plant  which  distributes  fluid  milk 
products  on  routes  in  the  marketing  area 
and  who  receives  no  fluid  milk  products 
during  the  month  from  dairy  farmers 
or  any  other  source  except  by  transfer 
from  a  producer  plant.  Such  person 
must  provide  proof  satisfactory  to  the 
market  administrator  that  the  care  and 
management  of  all  the  dairy  animals 
and  other  resources  necessary  to  produce 
the  entire  volume  of  fluid  milk  products 
(excluding  transfers  from  producer 
plants)  and  the  operation  of  the  process¬ 
ing  and  distribution  business  is  the 
personal  risk  of  such  person.  Provided, 
however,  Irrespective  of  the  above  defi¬ 
nition,  any  person  with  a  volume  of  over 
20,000  pounds  per  month  shall  be  a  fully 
regulated  handler  and  not  a  producer- 
handler. 

Proposal  No.  16.  Amend  §  1004.61  to 
clarify  its  provisions  and  make  it  consist¬ 
ent  with  any  change  in  Order  No.  4. 

Proposal  No.  17.  Amend  §  1004.10  to 
permit  a  handler  operating  two  or  more 
plants  to  divert  milk  from  one  of  his 
plants  to  another  one  of  his  plants. 

Proposed  by  Michaels  Dairies,  Inc.: 

Proposal  No.  18.  Amend  Federal  milk 
order  No.  4  to  provide  for  marketwide 
pooling. 

Proposed  by  Metropolitan  Milk  Pro¬ 
ducers  Bargaining  Agency,  Inc.: 

Proposal  No.  19.  Amend  Federal  milk 
order  No.  4  to  provide  for  marketwide 
pooling. 


Proposed  by  Mutual  Federation  of  In¬ 
dependent  Cooperatives,  Inc.: 

Proposal  No.  20.  Any  regulation  of 
Southern  New  Jersey  should  include 
marketwide  pooling. 

Proposed  by  Milk  Marketing  Orders 
Division,  Agricultural  Stabilization  and 
Conservation  Service: 

Proposal  No.  21.  Make  such  changes 
in  any  of  the  orders  as  may  be  necessary 
to  make  the  entire  marketing  agreement 
and  the  order  conform  with  any  amend¬ 
ments  thereto  that  may  result  from  this 
hearing. 

Copies  of  this  notice  of  hearing  and 
the  orders  for  the  Philadelphia,  Pennsyl¬ 
vania  and  Wilmington,  Delaware  mar¬ 
kets  may  be  procured  from  the  Market 
Administrator,  1528  Walnut  Street, 
Philadelphia,  Pennsylvania,  or  from  the 
Hearing  Clerk,  Room  112,  Administra¬ 
tion  Building,  United  States  Department 
of  Agriculture,  Washington  25,  D.C.,  or 
may  be  there  inspected. 

Signed  at  Washington,  D.C.,  on  No¬ 
vember  20,  1962. 

H.  L.  Forest, 

Director,  Milk  Marketing  Or¬ 
ders  Division,  Agricultural 
Stabilization  and  Conserva¬ 
tion  Service. 

[F.R.  Doc.  62-11676;  Filed,  Nov.  26,  1962; 
8:47  a.m.] 

DEPARTMENT  OF  HEALTH,  EDU¬ 
CATION,  AND  WELFARE 

Food  and  Drug  Administration 
[  21  CFR  Part  27  1 

[Docket  No.  FDC-70] 

ORANGE  JUICE  AND  ORANGE 
JUICE  PRODUCTS 

Definitions  and  Standards  of  Identity; 
Extension  of  Time  for  Filing  Com¬ 
ments  in  re  Proposed  Findings  of 
Fact  and  Tentative  Order 

By  notice  published  in  the  Federal 
Register  of  October  27,  1962  (27  FH. 
10494),  all  interested  persons  were  in¬ 
vited  to  file  comments  within  30  days  on 
proposed  findings  of  fact  and  tentative 
order  to  establish  definitions  and  stand¬ 
ards  of  identity  for  certain  orange  juice 
products. 

Additional  time  in  which  to  file  com¬ 
ments  in  this  matter  has  been  requested 
by  The  National  Association  of  Frozen 
Food  Packers,  919  18th  Street  NW„ 
Washington,  D.C.,  Florida  Canners’  As¬ 
sociation,  Post  Office  Box  1459,  Winter 
Haven,  Florida,  and  Sunkist  Growers, 
616  East  Sunkist  Street,  Ontario,  Cali¬ 
fornia,  and  good  reason  therefor  appear¬ 
ing:  It  is  ordered.  That  the  time  for 
filing  be  extended  to  December  17,  1962. 

This  action  is  taken  pursuant  to  the 
provisions  of  the  Federal  Food,  Drug, 
and  Cosmetic  Act  (secs.  401,  701 ;  52  Stat. 
1046,  1055  as  amended  70  Stat.  919;  21 
U.S.C.  341,  371),  and  authority  dele- 


Tuesday ,  November  27,  1962 
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gated  to  the  Commissioner  of  Food  and 
Drugs  by  the  Secretary  of  Health,  Edu¬ 
cation,  and  Welfare  (25  F.R.  8625). 

Dated:  November  21,  1962. 

John  L.  Harvey, 
Deputy  Commissioner 
of  Food  and  Drugs. 

[P.R.  Doc.  62-11752;  Filed,  Nov.  26,  1962; 
8:50  a.m.] 


[21  CFR  Part  120  1 

TOLERANCES  AND  EXEMPTIONS 
FROM  TOLERANCES  FOR  PESTICIDE 
CHEMICALS  IN  OR  ON  RAW  AGRI¬ 
CULTURAL  COMMODITIES 

Notice  of  Filing  of  Petition 

Pursuant  to  the  provisions  of  the 
Federal  Food,  Drug,  and  Cosmetic  Act 
(sec.  408(d)(1),  68  Stat.  512;  21  U.S.C. 
346a(d)  (1) ),  notice  is  given  that  a  peti¬ 
tion  has  been  filed  by  The  Dow  Chemical 
Company,  Midland,  Michigan,  proposing 
the  establishment  of  tolerances  for  resi¬ 
dues  of  dalapon,  sodium  salt,  as  2,2- 
dichloropropionic  acid,  as  follows: 

10  parts  per  million  in  or  on  corn  grain; 
fresh  corn,  including  sweet  corn  (kernels  and 
cobs) ;  and  dried  ear  corn  (kernels  and  cobs) . 

5  parts  per  million  in  or  on  corn  forage. 

The  analytical  methods  proposed  in 
the  petition  for  determining  residues  of 
dalapon,  sodium  salt,  as  2,2-dichloro- 
propionic  acid,  are  as  follows: 

1.  A  ground  sample  is  extracted  with 
ethyl  ether.  The  marc  is  extracted  with 
acidulated  water  and  then  with  ether. 
The  ether  is  extracted  with  dilute  alkali. 
The  alkaline  extract  is  acidified  and  the 
naturally  occurring  keto  acids  coupled 
with  2,4-dinitrophenylhydrazine.  The 
coupled  extract  is  passed  through  a  re¬ 
verse-phase  partition  chromatographic 
column  to  separate  the  keto  acid  hydra- 
zones  from  the  2,2-dichloropropionic 
acid.  The  2,2-dichloropropionic  acid  is 
hydrolyzed  to  pyruvic  acid.  This  solu¬ 
tion  is  coupled  with  2,4-dinitrophenyl¬ 
hydrazine,  and  the  pyruvic  acid  hydra- 
zone  extracted  and  determined  colori- 
metrically. 

2.  The  residue  is  extracted  with  water 
containing  phosphoric  and  phospho- 
tungstic  acids.  The  extract  is  saturated 
with  sodium  chloride  and  the  residue 
transferred  to  diethyl  ether.  The  resi¬ 
due  is  then  determined  by  a  microcoulo- 
metric-gas  chromatographic  technique. 

Dated:  November  16, 1962. 

Robert  S.  Roe, 

Director,  Bureau  of  Biological 

and  Physical  Sciences. 

[F.R.  Doc.  62-11681;  Filed,  Nov.  26,  1962; 
8:48  a.m.] 


[  21  CFR  Part  121  ] 

FOOD  ADDITIVES 
Notice  of  Filing  of  Petition 

Pursuant  to  the  provisions  of  the 
Federal  Food,  Drug,  and  Cosmetic  Act 
(sec.  409(b)  (5),  72  Stat.  1786;  21  U.S.C. 
348(b)(5)),  notice  is  given  that  a  peti¬ 
tion  (FAP  951)  has  been  filed  by  E.  I. 
du  Pont  de  Nemours  and  Company,  Inc., 
Wilmington  98,  Delaware,  proposing  the 
amendment  of  §  121.2514  Resinous  and 
polymeric  coatings  by  adding  to  para¬ 
graph  (b)  (3)  (xxxiii)  the  following  new 
items: 

Decyl  alcohol. 

Myristyl  alcohol. 

Octyl  alcohol. 

Dated:  November  20, 1962. 

J.  K.  Kirk, 

Assistant  Commissioner 
of  Food  and  Drugs. 

[F.R.  Doc.  62-11682;  Filed.  Nov.  26,  1962; 

8:48  a. in.] 


I  21  CFR  Part  121  1 
FOOD  ADDITIVES 
Notice  of  Filing  of  Petition 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)(5),  72  Stat.  1786;  21  U.S.C.  348 
(b)(5)),  notice  is  given  that  a  petition 
(FAP  962)  has  been  filed  by  E.  I.  du  Pont 
de  Nemours  and  Company,  Wilmington 
98,  Delaware,  proposing  the  issuance  of 
a  regulation  to  provide  for  the  safe  use 
of  resinous  and  polymeric  coatings  as 
the  food-contact  surface  of  polyolefin 
films.  The  coatings  are  formulated  from 
substances  identified  in  §§  121.2507(c), 
121.2514  (except  paragraph  (b)  (3) 
(xxxi)  and  (xxxii)),  and  121.2524(d). 

Dated:  November  20, 1962. 

J.  K.  Kirk, 

Assistant  Commissioner 
of  Food  and  Drugs. 

[F.R.  Doc.  62-11683;  Filed,  Nov.  26,  1962; 

8:48  ajn.] 


[  21  CFR  Part  121  1 
FOOD  ADDITIVES 
Notice  of  Filing  of  Petition 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)(5),  72  Stat.  1786;  21  U.S.C.  348 
(b)(5)),  notice  is  given  that  a  petition 
(FAP  956)  has  been  filed  by  Merck 
Chemical  Division,  Merck  and  Company, 
Inc.,  Rahway,  New  Jersey,  proposing  the 
issuance  of  a  regulation  to  provide  for 
the  safe  use  of  from  0.005  percent  to  0.1 
percent  of  thiabendazole  (2-(4'-thia- 
zolyl) -benzimidazole)  in  medicated 
swine  feed  for  the  prevention  of  infesta¬ 
tion  of  nematode  parasites,  including 
large  roundworms  (Ascaris) ,  kidney 


worms  (Metastrongylus) ,  and  lung 
worms  (Stephanurus). 

Dated:  November  16, 1962. 

J.  K.  Kirk, 

Assistant  Commissioner 
of  Food  and  Drugs. 

[F.R.  Doc.  62-11684;  Filed,  Nov.  26,  1962; 
8:48  a.m.] 


[  21  CFR  Part  121  1 
FOOD  ADDITIVES 
Notice  of  Filing  of  Petition 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)(5),  72  Stat.  1786;  21  U.S.C.  348 
(b)  (5)),  notice  is  given  that  a  petition 
(FAP  945)  has  been  filed  by  Thiokol 
Chemical  Corporation,  780  North  Clinton 
Avenue,  Trenton  7,  New  Jersey,  propos¬ 
ing  the  issuance  of  a  regulation  to  pro¬ 
vide  for  the  safe  use  of  polysulflde 
polymer-polyepoxy  resin  coatings  as  the 
food-contact  surface  of  articles  contact¬ 
ing  dry  food.  Such  coatings  shall  ex¬ 
hibit  an  abrasion  coefficient  of  not  less 
than  20  liters  per  milliliter  of  film  thick¬ 
ness  when  subjected  to  Method  6191  in 
Federal  Test  Method  Standard  No.  141. 

Dated:  November  19,  1962. 

J.  K.  Kirk, 

Assistant  Commissioner 
of  Food  and  Drugs. 

[F.R.  Doc.  62-11685;  Filed,  Nov.  26,  1962; 

8:48  ajn.] 


FEDERAL  AVIATION  AGENCY 

[14  CFR  Part  507  ] 

[Reg.  Docket  No.  1490] 

SUD  AVIATION  SE-210  CARAVELLE 

MARK  III  AND  CERTAIN  VIR  AIR¬ 
CRAFT 

Proposed  Airworthiness  Directive 

Pursuant  to  the  authority  delegated 
to  me  by  the  Administrator,  (14  CFR 
Part  405) ,  notice  is  hereby  given  that  the 
Federal  Aviation  Agency  has  under  con¬ 
sideration  a  proposal  to  amend  Part  507 
of  the  regulations  of  the  Administrator 
to  include  an  airworthiness  directive 
requiring  installation  of  a  guard  to  re¬ 
tain  the  control  rod  on  Sud  Aviation 
SE-210  Caravelle  Mark  III  and  VTR 
aircraft. 

Interested  persons  may  participate  in 
the  making  of  the  proposed  rule  by  sub¬ 
mitting  such  written  data,  views,  or 
arguments  as  they  may  desire.  Com¬ 
munications  should  be  submitted  in 
duplicate  to  the  Docket  Section  of  the 
Federal  Aviation  Agency,  Room  A-103, 
1711  New  York  Avenue  NW.,  Washington 
25,  D.C.  All  communications  received 
on  or  before  December  27,  1962,  will  be 
considered  by  the  Administrator  before 
taking  action  on  the  proposed  rule.  The 
proposals  contained  in  this  notice  may 
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be  changed  in  light  of  comments  re¬ 
ceived.  All  comments  submitted  will  be 
available  in  the  Docket  Section  for  ex¬ 
amination  by  interested  persons  at  any 
time.  This  proposal  will  not  be  given 
further  distribution  as  a  draft  release. 

This  amendment  is  proposed  under  the 
authority  of  sections  313(a) ,  601  and  603 
of  the  Federal  Aviation  Act  of  1958  (72 
Stat.  752,  775,  776;  49  U.S.C.  1354(a), 
1421,  1423). 

In  consideration  of  the  foregoing,  it 
is  proposed  to  amend  §  507.10(a)  of  Part 
507  (14  CFR  Part  507),  by  adding  the 
following  airworthiness  directive: 

Sttd  Aviation.  Applies  to  all  SE-210  Cara- 
velle  Mark  III  and  VIR  aircraft  except 
Serial  Numbers  117,  120,  125  and  subse¬ 
quent. 

Compliance  required  as  indicated. 

To  prevent  the  flight  control  system  push- 
pull  rod  from  Jamming  adjacent  components 
in  the  event  of  loss  of  a  connecting  bolt,  and 
thereby  preventing  emergency  control  of  the 
aircraft  by  means  of  trim  controls,  accom¬ 
plish  the  following: 

(a)  For  aircraft  with  2,700  or  more  hours’ 
time  in  service  as  of  the  effective  date  of  this 
AD,  compliance  with  (c)  is  required  within 
the  next  300  hours’  time  in  service. 

(b)  For  aircraft  with  less  than  2,700  hours’ 
time  in  service  as  of  the  effective  date  of  this 
AD,  compliance  with  (c)  is  required  prior  to 
the  accumulation  of  3,000  hours’  time  in 
service. 

(c)  Install  push-pull  rod  guards  at  each 
aileron,  elevator  and  rudder  control  rod  in 


accordance  with  Sud  Aviation  Caravelle  Serv¬ 
ice  Bulletins  Nos.  27-130,  revised  May  9,  1962, 
and  27-157  dated  July  20,  1962,  or  an  FAA 
approved  equivalent. 

Issued  in  Washington,  D.C.,  on  Novem¬ 
ber  20,  1962. 

G.  S.  Moore, 

Acting  Director, 
Flight  Standards  Service. 

[F.R.  Doc.  62-11658;  Filed,  Nov.  28,  1962; 
8:45  a.m.( 


[14  CFR  Part  601  1 

(Airspace  Docket  No.  61-WA-222( 

POSITIVE  CONTROL  AREAS 
Withdrawal  of  Proposed  Designation 

In  a  notice  of  proposed  rule  making 
published  in  the  Federal  Register  as  Air¬ 
space  Docket  No.  61-WA-222  on  Decem¬ 
ber  6,  1961  (26  F.R.  11686),  it  was  stated 
that  the  Federal  Aviation  Agency  (FAA) 
proposed  to  designate  a  positive  control 
area  from  flight  level  410  to  flight  level 
600  inclusive,  within  the  continental  con¬ 
trol  area.  This  program  was  assigned 
the  code  name  “Operation  Topside”. 

The  primary  purpose  of  this  program 
was  to  provide  positive  separation  to 
high-speed  military  activities,  including 
supersonic  aircraft  and  to  civil  flight  test 
aircraft  now  operating  in  this  stratum. 


The  United  States  Air  Force  (USAF) 
recognized  the  need  for  continued  evolu¬ 
tion  toward  improved  control  in  the  high 
altitude  system;  however,  they  objected 
to  the  designation  of  a  positive  control 
area  as  proposed.  The  USAF  further 
stated  that  in  view  of  the  number  of 
unresolved  operational  problems  asso¬ 
ciated  with  implementation  of  Operation 
Topside  and  the  lack  of  an  adequate 
radar/beacon  environment,  it  is  recom¬ 
mended  that:  • 

1.  Negotiation  toward  resolution  of 
known  problem  areas  be  continued  and 

2.  FAA  defer  its  plan  for  Operation 
Topside  until  a  capability  for  efficient 
radar  control  exists. 

The  USAF  is  the  primary  user  of  air¬ 
space  above  flight  level  410.  Therefore, 
the  FAA  concurs  in  their  recommenda¬ 
tion  to  defer  implementation  of  Opera¬ 
tion  Topside.  Accordingly,  pursuant  to 
the  authority  delegated  to  me  by  the 
Administrator  (14  CFR  11.65),  the  pro¬ 
posal  contained  in  Airspace  Docket  No. 
61-WA-222  is  hereby  withdrawn. 

(Sec.  307  (a),  72  Stat.  749;  49  U.S.C.  1348) 

Issued  in  Washington,  D.C.,  on  Novem¬ 
ber  19,  1962. 

Clifford  P.  Burton, 

Chief, 

Airspace  Utilization  Division. 

(F.R.  Doc.  62-11659;  Filed,  Nov.  26,  1962; 

8:45  am.] 
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Notices 


DEPARTMENT  OF  THE  TREASURY 

Bureau  of  Customs 

[T.D.  55764] 

COTTON  TEXTILES  AND  COTTON 
TEXTILE  PRODUCTS  PRODUCED  OR 
MANUFACTURED  IN  REPUBLIC  OF 
CHINA 

Restrictions  on  Entry  or  Withdrawal 
From  Warehouse  Above  Certain 
Allowed  Levels 

November  20,  1962. 
There  is  published  below  a  letter  of 
November  9,  1962,  from  the  Acting 
Chairman  of  the  President’s  Cabinet 
Textile  Advisory  Committee,  directing 
that  the  amounts  of  certain  categories  of 
cotton  textile  and  cotton  textile  products 
produced  or  manufactured  in  the  Repub¬ 
lic  of  China  which  may  be  entered,  or 
withdrawn  from  warehouse,  for  con¬ 
sumption  in  the  United  States  from 
12:01  a.m..  Eastern  Standard  Time,  on 
November  13,  1962,  and  11:59  p.m.,  East¬ 
ern  Daylight  Saving  Time,  on  Septem¬ 
ber  30,  1963,  be  limited  to  certain  de¬ 
signated  levels.  This  direction  is  in  ac¬ 
cordance  with  procedures  outlined  in 
Executive  Order  11052,  dated  Septem¬ 
ber  28,  1962  (27  F.R.  9691) . 

As  the  letter  directs,  cotton  textiles 
and  cotton  textile  products  produced  or 
manufactured  in  the  Republic  of  China, 
included  in  Categories  1,  9,  22,  26,  28,  31, 
46,  50,  51,  52  and  58,  shall  not  be  per¬ 
mitted  to  be  entered,  or  withdrawn  from 
warehouse,  for  consumption  in  the 
United  States  (including  the  Common¬ 
wealth  of  Puerto  Rico),  between  12:01 
a.m..  Eastern  Standard  Time,  or  its 
equivalent  in  other  time  zones,  on  No¬ 
vember  13,  1962,  and  11:59  p.m.,  Eastern 
Daylight  Saving  Time,  or  its  equivalent 
in  other  time  zones,  on  September  30, 
1963,  in  excess  of  the  amounts  designated 
in  the  attachment  to  the  aforesaid  letter. 
The  categories  involved  are  described  in 
detail  in  the  “Schedule  A  and  U.S.I.D.A. 
Components  of  Selected  International 
Cotton  Textile  Arrangement  Categories,” 
set  forth  in  a  letter  of  October  22,  1962, 
from  the  Acting  Chairman,  President’s 
Cabinet  Textile  Advisory  Committee, 
published  in  Treasury  Decision  55740  (27 
F.R.  10659),  which  was  a  temporary  re¬ 
striction  on  the  categories. 

Entries  for  consumption  or  warehouse 
withdrawals  for  consumption  of  the 
specified  categories  will  not  be  accepted 
before  noon,  Eastern  Daylight  Saving  or 
Standard  Time,  or  its  equivalent  in 
other  time  zones,  on  the  first  business 
day  of  each  period,  i.e.,  November  13, 
1962,  and  January  2,  April  1,  and  July 
1,  1963.  The  designated  amounts  will 
thereafter  be  released  when  specific  au¬ 
thorization  from  the  Bureau  of  Customs 
is  granted. 

As  the  letter  directs,  any  goods  within 
the  above-mentioned  categories  which 


were  entered  for  warehouse  before 
October  23,  1962,  at  12:01  a.m.,  Eastern 
Daylight  Saving  Time,  were  allowed  to 
be  entered  for  consumption  in  the 
United  States  by  my  telegram  of  Novem¬ 
ber  9,  1962,  to  all  collectors  of  customs. 
Amounts  so  entered  will  not  be  applied 
against  the  levels  set  forth  in  the  attach¬ 
ment  to  the  aforesaid  letter. 

[seal]  Philip  Nichols,  Jr., 

Commissioner  of  Customs. 

The  Secretary  of  Commerce, 
Washington  25,  D.C.,  November  9, 1962. 

President’s  Cabinet  Textile  Advisory 
Committee 

Commissioner  of  Customs, 

Department  of  the  Treasury, 

Washington,  D.C. 

Dear  Mr.  Commissioner:  This  letter  sup¬ 
plements  our  letter  to  you  dated  October  22, 
1962,  published  in  the  Federal  Register,  No¬ 
vember  1,  1962  (27  FE.  10659).  The  denial 
of  entry  and  of  withdrawals  from  warehouse 
for  consumption  in  the  United  States  di¬ 
rected  in  our  letter  of  October  22,  1962,  ter¬ 
minate  November  13,  1962,  at  12:01  a.m. 
Eastern  Standard  Time. 

The  United  States  Government  has,  in 
furtherance  of  the  objectives  of,  and  under 
the  terms  of  the  Long  Term  Arrangement 
Regarding  International  Trade  done  at 
Geneva  on  February  9,  1962,  entered  into  an 
agreement  with  the  Republic  of  China  pro¬ 
viding  for  restraining  and  even  spacing  of 
exports  of  cotton  textiles  and  cotton  textile 
products  to  the  United  States  during  the 
twelve  months  beginning  October  1,  1962. 
This  agreement  is  contemplated  by  section 
204  of  the  Agricultural  Act  of  1956,  as 
amended. 

Pursuant  to  this  agreement  with  the  Re¬ 
public  of  China,  you  are  directed,  in  accord¬ 
ance  with  procedures  outlined  in  Executive 
Order  11052  of  September  28,  1962,  to  pro¬ 
hibit  entry  into  the  United  States  for  con¬ 
sumption  and  withdrawal  from  warehouse 


ATOMIC  ENERGY  COMMISSION 

[Docket  No.  50-99] 

BABCOCK  &  WILCOX  CO. 

Notice  of  Issuance  of  Amendment  to 
Utilization  Facility  License 

Please  take  notice  that  no  request  for 
a  formal  hearing  having  been  filed  fol¬ 
lowing  publication  of  the  notice  of  pro- 


for  consumption  above  the  listed  levels  dur¬ 
ing  the  intervals  stated  of  the  following  cate¬ 
gories  of  cotton  textiles  and  cotton  textile 
products  produced  or  manufactured  in  the 
Republic  of  China:  1,  9,  22,  26,  28,  31,  46, 
50,  51,  52,  and  58.  This  direction  shaU  be 
effective  November  13,  1962,  at  12:01  a.m. 
Eastern  Standard  Time  and  shall  continue 
until  September  30,  1963,  at  11:59  p.m.  East¬ 
ern  Daylight  Standard  Time. 

The  detailed  descriptions  of  the  above 
listed  categories  in  terms  of  Schedule  A 
numbers  and  U.S.I.D.A.  numbers  were  at¬ 
tached  to  our  letter  to  you  of  October  22, 
1962,  published  in  the  Federal  Register  on 
November  1,  1962.  The  levels  above  which 
entry  and  withdrawal  of  goods  within  the 
respective  categories  are  prohibited  together 
with  the  applicable  intervals  are  attached. 

Any  goods  within  the  listed  categories 
which  were  entered  for  warehouse  before 
October  23,  1962,  at  12:01  a.m.  Eastern  Day¬ 
light  Saving  Time  shall  be  allowed  to  enter 
the  United  States  for  consumption  without 
the  amount  thereof  being  applied  against 
any  levels  set  forth  herein. 

In  carrying  out  the  above  directions,  entry 
into  the  United  States  for  consumption  shall 
be  construed  to  include  entry  for  consump¬ 
tion  into  the  Commonwealth  of  Puerto  Rico. 

The  actions  taken  with  respect  to  the 
Government  of  the  Republic  of  China  and 
with  respect  to  imports  of  cotton  textiles 
and  cotton  textile  products  from  that  coun¬ 
try  have  been  determined  by  the  President’s 
Cabinet  Textile  Advisory  Committee  to  in¬ 
volve  foreign  affairs  functions  of  the  United 
States.  Therefore,  the  directions  to  the  Com¬ 
missioner  of  Customs,  being  necessary  to  the 
implementation  of  such  actions,  fall  within 
the  foreign  affairs  exception  to  the  notice 
provisions  of  section  4  of  the  Administra¬ 
tive  Procedure  Act.  You  are  requested  to 
publish  this  letter  in  the  Federal  Register. 
Sincerely  yours, 

•  Edward  Gudeman, 

Acting  Secretary  of  Commerce,  and 
Acting  Chairman,  President’s 
Cabinet  Textile  Advisory  Commit¬ 
tee. 


posed  action  in  the  Federal  Register  on 
September  12,  1962,  27  F.R.  9074,  the 
Atomic  Energy  Commission  has  issued 
Amendment  No.  6  to  Utilization  Facility 
License  No.  R-47  which  authorizes  the 
Babcock  and  Wilcox  Company  to  operate 
its  Lynchburg  Pool  Reactor  located  near 
Lynchburg,  Virginia,  at  steady-state 
power  levels  not  exceeding  one  megawatt 
thermal. 


Limits  on  Entry  and  Withdrawal  for  Consumption  of  Cotton  Goods,  Produce  of 
Republic  of  China,  by  Category,  by  Interval 


Cate¬ 

gory 

Nov.  13, 1962  through 
Dec.  31,  1962 

Nov.  13, 1962  through 
Mar.  31, 1963 

Nov.  13, 1962  through 
June  30, 1963 

Nov.  13, 1962  through 
Sept.  30, 1963 

1 

250,000  lbs . . 

500,000  lbs _ _ _ _ 

750,000  lbs _ _ 

I, 000,000  lbs. 

II, 786,691  sq.  vds. 
345,173  sq.  yds. 
2,057,622  sq .  yds. 
900,000  units. 

600,000  units. 

198,564  doz. 

95,388  doz. 

194,880  doz. 

125,000  doz. 

38,000  doz. 

9 

None . . . .  . 

3,286,691  sq.  yds _ 

7,536,691  sq.  yds _ 

22 

None . 

15,173  sq.  yds _ _ 

180,173  sq.  yds . . 

26 

70,122  sq.  yds . __ 

732,622  sq.’yds _ 

1,395,122  sq  yds _  ... 

28 

225,000  units _  _  . .  _ 

450,000  units _ 

675,000  units. _ _ 

31 

60,000  units. ... 

240,000  units _ _ 

420,000  units . 

46 

29' 81 4  doz.  . 

86,064  doz _ 

142^314  doz _ 

50 

3,888  doz _ _ 

34,388  doz . . . 

64,888  doz . . . 

51 

47,880  doz. 

96,880  doz. . . . 

145,880  doz _ 

52 

3L250  doz 

93,750  doz . . . . 

58 

9,500  doz _ 

19^000  doz . . . 

28,500  doz . . . . 

[F.R.  Doc.  62-11700;  Filed,  Nov.  26,  1962;  8:49  a.m.] 
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NOTICES 


Dated  at  Germantown,  Md.,  this  15th 
day  of  November  1962. 

For  the  Atomic  Energy  Commission. 

Robert  H.  Bryan, 
Chief,  Research  and  Power  Re¬ 
actor  Safety  Branch,  Division 
of  Licensing  and  Regulation. 

[PH.  Doc.  62-11657;  Filed,  Nov.  26,  1962; 

8:45  ajn.] 

DEPARTMENT  OF  HEALTH,  EDU¬ 
CATION,  AND  WELFARE 

Food  and  Drug  Administration 

CREAM  CHEESE  DEVIATING  FROM 
IDENTITY  STANDARDS 

Extension  of  Temporary  Permit  - 
To  Cover  Market  Testing 

Pursuant  to  §  3.12 (j )  of  Title  21  of  the 
Code  of  Federal  Regulations,  concerning 
temporary  permits  to  facilitate  market 
testing  of  foods  varying  from  the  re¬ 
quirements  of  standards  of  identity 
promulgated  pursuant  to  section  401  of 
the  Federal  Food,  Drug,  and  Cosmetic 
Act,  notice  is  given  that  an  extension  of 
the  temporary  permit  issued  to  Kraft 
Foods,  500  Peshtigo  Court,  Chicago  90, 
Illinois,  to  cover  interstate  marketing 
tests  of  cream  cheese  with  sorbic  acid 
added  to  inhibit  mold  growth,  has  been 
granted.  The  article  covered  by  this  ex¬ 
tension  differs  from  cream  cheese  com¬ 
plying  with  the  requirements  of  the 
standard  of  identity  (21  CFR  19.515)  in 
that  it  contains  added  sorbic  acid.  It  is 
labeled  in  part  “Cream  Cheese  *  *  • 
Sorbic  Acid  Added  As  a  Preservative.” 
This  permit  expires  January  8,  1964. 

Dated :  November  20, 1962. 

John  L.  Harvey, 
Deputy  Commissioner 
of  Food  and  Drugs. 

[F.R.  Doc.  62-11699;  Filed.  Nov.  26,  1962; 

8:49  a.m.] 


CIVIL  AERONAUTICS  BOARD 

[Docket  13296  etc.] 

COMPETITIVE  TRUNKLINE  SERVICE 
INVESTIGATION 

Notice  of  Hearing 

Notice  is  hereby  given  pursuant  to  the 
Federal  Aviation  Act  of  1958,  as  amend¬ 
ed,  that  a  hearing  in  the  above-entitled 
proceeding  is  assigned  to  be  held  on  Jan¬ 
uary  8,  1963,  at  10:00  a.m.  (eastern 
standard  time)  in  the  Chamber  of  Com¬ 
merce  Building,  1914  Sixth  Avenue, 
North,  Birmingham,  Alabama,  before 
Examiner  Merritt  Ruhlen. 

Without  limiting  the  scope  of  the  is¬ 
sues  to  be  considered,  particular  atten¬ 
tion  will  be  directed  to  the  following 
matters: 

1.  Do  the  public  convenience  and  ne¬ 
cessity  require  the  grant  in  whole  or  in 
part  of  the  application  filed  by  Capital 
Airlines,  Inc.,  in  Docket  11583  to  delete 
from  Route  51  the  intermediate  points 


Raleigh-Durham,  N.C.,  Greensboro -High 
Point,  N.C.,  Winston-Salem,  N.C.,  Char¬ 
lotte,  N.C.,  or  the  suspension  thereof? 

2.  Do  the  public  convenience  and  ne¬ 
cessity  require  the  grant  of  Capital  Air¬ 
lines,  Inc.’s  application  in  Docket  11584 
to  delete  from  Route  51  the  intermediate 
point  Baltimore,  Md.,  or  the  suspension 
thereof? 

3.  Do  the  public  convenience  and  ne¬ 
cessity  require  the  grant  in  whole  or  in 
part  of  the  application  filed  by  Capital 
Airlines,  Inc.,  in  Docket  11585  to  delete 
from  Route  51  the  intermediate  point 
Richmond,  Va.,  or  the  suspension  there¬ 
of  and,  concurrently  therewith,  the  des¬ 
ignation  of  Richmond,  Va.,  as  a  terminal 
point  on  Route  14  of  a  new  segment  of 
that  route  beyond  the  intermediate  point 
Washington,  D.C.,  to  the  terminal  point 
Richmond? 

4.  Do  the  public  convenience  and 
necessity  require  the  alteration,  amend¬ 
ment,  modification,  suspension,  or  de¬ 
letion  of  competitive  trunkline  authori¬ 
zation  between  the  following  points  as 
named  on  segments  1,  2,  and  3  of  United 
Air  Lines,  Inc.’s  Route  51 : 

(1)  Memphis,  Huntsville,  Chattanoo¬ 
ga,  Knoxville,  and  Asheville,  on  the  one 
hand,  and  Washington,  Baltimore,  Phila¬ 
delphia,  New  York  and  Newark,  on  the 
other;  and 

(2)  New  Orleans,  Mobile,  Birmingham 
and  Atlanta,  on  the  one  hand,  and  Wash¬ 
ington,  Baltimore,  Philadelphia,  New 
York  and  Newark  on  the  other? 

5.  If  United  Air  Lines,  Inc.’s  authority 
between  Huntsville,  Alabama,  and  Wash¬ 
ington/New  York  is  discontinued,  do  the 
public  convenience  and  necessity  re¬ 
quire  new  or  additional  trunkline  service 
authority  between  the  aforementioned 
points? 

For  further  details  of  the  issues  in¬ 
volved  in  this  proceeding,  interested  per¬ 
sons  are  referred  to  the  applications  and 
any  amendments  thereto,  petitions,  mo¬ 
tions,  and  orders  entered  in  the  docket 
of  this  proceeding,  all  of  wrhich  are  on 
file  with  the  Civil  Aeronautics  Board. 

Notice  is  further  given  that  any  person 
other  than  parties  of  record  desiring  to 
be  heard  in  this  proceeding  should  file 
with  the  Board,  on  or  before  January  1, 
1963,  a  statement  setting  forth  the  issues 
of  fact  or  law  to  be  presented. 

Dated  at  Washington,  D.C.,  November 
20,  1962. 

[seal]  Merritt  Ruhlen, 

Hearing  Examiner. 

[F.R.  Doc.  62-11698;  Filed,  Nov.  26,  1962; 

8:49  a.m.J 

FEDERAL  COMMUNICATIONS 
COMMISSION 

[Docket  No.  12414  etc.;  FCC  62M-1542] 

ALKIMA  BROADCASTING  CO.  ET  AL. 

Order  Scheduling  Prehearing 
Conference 

In  re  applications  of  Austin  E.  Har¬ 
kins,  John  P.  Weis,  Ned  Goode,  Lila  W. 
Goode,  Charles  E.  Lucas,  Jr.  and  Mar¬ 


shall  L.  Jones,  d/b  as  Alkima  Broadcast¬ 
ing  Company,  West  Chester,  Pennsyl¬ 
vania,  Docket  No.  12414,  File  No.  BP- 
10640;  Louis  Handloff,  Newark,  Dela¬ 
ware,  Docket  No.  12711,  File  No.  BP- 
12190;  Howard  Wasserman,  West  Ches¬ 
ter,  Pennsylvania,  Docket  No,  12712,  File 
No.  BP-12208;  for  construction  permits. 

On  the  Hearing  Examiner’s  own  mo¬ 
tion:  It  is  ordered.  This  20th  day  of  No¬ 
vember  1962,  that  a  further  prehearing 
conference  in  the  above-entitled  matter 
will  be  held  commencing  at  9:00  a.m., 
November  28,  1962,  in  the  Commission’s 
offices  in  Washington,  D.C.,  at  which 
time  a  new  date  for  the  hearing,  now 
postponed  indefinitely,  will  be  estab¬ 
lished. 

Released:  November  21,  1962. 

Federal  Communications 

Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

[F.R.  Doc.  62-11705;  Filed,  Nov.  26,  1962; 

8:50  aon.] 

[Docket  No.  14644;  FCC  62M-1543] 

BAY  SHORE  BROADCASTING  CO. 

Order  Regarding  Procedural  Dates 

In  re  application  of  Keith  Moyer  and 
James  Hilderbrand  d/b  as  Bay  Shore 
Broadcasting  Company,  Hayward,  Cali¬ 
fornia,  Docket  No.  14644,  File  No.  BP- 
14113;  for  construction  permit. 

The  Hearing  Examiner  having  under 
consideration  a  motion  filed  November 
19,  1962  by  respondent  Finley  Broadcast¬ 
ing  Company  (KSRO),  requesting  con¬ 
tinuance  of  the  following  procedural 
dates:  exchange  of  nonengineering  ex¬ 
hibits  by  applicant  from  November  20  to 
November  27,  1962;  exchange  of  supple¬ 
mental  engineering  exhibits  by  appli¬ 
cant  and  exchange  of  rebuttal  exhibits 
by  respondent  KSRO  from  November  26 
to  December  3,  1962;  and  commence¬ 
ment  of  hearing  from  December  3  to 
December  10,  1962; 

It  appearing  that  counsel  for  all  par¬ 
ties  have  consented  to  a  grant  of  the 
subject  motion  and  to  a  waiver  of  the 
provisions  of  47  CFR  1.43  to  permit  im¬ 
mediate  consideration  thereof  and  that 
such  a  grant  is  appropriate; 

It  is  ordered.  This  20th  day  of  Novem¬ 
ber  1962,  that  the  subject  motion  is 
granted,  that  the  date  for  the  final  ex¬ 
change  of  applicant’s  direct  written  case 
(nonengineering  exhibits)  is  extended 
from  November  20  to  November  27,  1962 ; 
that  the  date  for  the  exchange  of  ap¬ 
plicant’s  supplemental  engineering  ex¬ 
hibits  and  respondent  KSRO’s  rebuttal 
exhibits  is  extended  from  November  26 
to  December  3,  1962;  and  that  the  hear¬ 
ing,  presently  scheduled  to  commence  on 
December  3,  1962,  is  continued  to  10:00 
a.m.,  December  10,  1962. 

Released:  November  21,  1962. 

Federal  Communications 

Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary.  _ 

[F.R.  Doc.  62-11706;  Filed,  Nov.  26,  1962; 

8:50  a.m.] 


Tuesday,  November  27,  1962 
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[Docket  Nos.  14813,  14814;  FCC  62M-1534] 

OSAGE  PROGRAMERS  AND  CHERO¬ 
KEE  BROADCASTING  CO. 

Order  Regarding  Procedural  Dates 

In  re  applications  of  Bedwin  H.  Steely 
and  Richard  J.  Houser,  d/b  as  Osage 
Programers,  Bartlesville,  Oklahoma, 
Docket  No.  14813,  File  No.  BP-14698; 
Cherokee  Broadcasting  Company,  Paw- 
huska,  Oklahoma,  Docket  No.  14814,  File 
No.  BP-15294;  for  construction  permits. 

As  a  result  of  agreements  reached  on 
the  record  of  a  prehearing  conference 
held  this  date  in  the  above-entitled  mat¬ 
ter:  It  is  ordered,  This  19th  day  of  No¬ 
vember  1962,  that: 

1.  307(b)  exhibits  and  engineering  ex¬ 
hibits  shall  be  exchanged  on  or  before 
December  17, 1962, 

2.  Rebuttal  exhibits  shall  be  ex¬ 
changed  on  or  before  January  4,  1963, 

3.  Notification  of  witnesses  shall  be 
made  on  or  before  January  11,  1963,  and 

4.  The  hearing  in  this  matter  now 
scheduled  for  December  11,  1962,  is  re¬ 
scheduled  to  commence  at  10:00  A.M., 
January  15,  1963,  in  the  Commission’s 
offices  in  Washington,  D.C. 

Released:  November  20,  1962. 

'  Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

[F.R.  Doc.  62-11707;  Filed,  Nov.  26,  1962; 
8:50  a.m.] 

[Docket  No.  14831;  FCC  62M-1537] 

RICHARD  TUCK  ENTERPRISES 

Order  Continuing  Prehearing  Confer¬ 
ence  and  Hearing 

In  re  application  of  W.  Richard  Tuck, 
Jr.,  tr/as  Richard  Tuck  Enterprises, 
Arlington,  Texas,  Docket  No.  14831,  File 
No.  BP-14589 ;  for  construction  permit. 

The  Hearing  Examiner  having  under 
consideration  the  above-entitled  pro¬ 
ceeding; 

It  appearing  that  applicant  filed  a 
petition  to  dismiss  without  prejudice  on 
November  15,  1962; 

It  is  ordered,  This  19th  day  of  Novem¬ 
ber  1962,  that  the  prehearing  conference 
and  hearing  now  scheduled  for  November 
23  and  December  17,  1962,  respectively, 
are  continued  without  date  pending  ac¬ 
tion  upon  the  above  petition  to  dismiss. 

Released:  November  20,  1962. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

[F.R.  Doc.  62-11708;  Filed,  Nov.  26,  1962; 
8:50  a.m.] 

[Docket  Nos.  14773,  14774;  FCC  62R-132] 

SEMO  BROADCASTING  CORP.  AND 
BROWNSVILLE  BROADCASTING  CO. 

Memorandum  Opinion  and  Order 
Amending  Issues 

In  re  applications  of  Semo  Broadcast¬ 
ing  Corporation,  Sikeston,  Missouri, 


Docket  No.  14773,  File  No.  BP-14129;  Roy 
Davis,  tr/as  Brownsville  Broadcasting 
Co.,  Brownsville,  Tennessee,  Docket  No. 
14774,  File  No.  BP-14145;  for  construc¬ 
tion  permits. 

1.  Semo  Broadcasting  Corporation 
(Semo)  requests  addition  of  an  issue  to 
the  instant  proceeding,  directed  against 
the  application  of  Roy  Davis,  tr/as 
Brownsville  Broadcasting  Co.  (Davis).1 

2.  The  application  of  Semo  requests  a 
construction  permit  to  operate  on  1520 
kc  with  a  power  of  5  kw  day  and  1  kw 
night  (DA-2)  at  Sikeston,  Missouri. 
The  application  of  Davis  requests  a  con¬ 
struction  permit  to  operate  on  1520  kc 
with  a  power  of  250  watts,  daytime  only, 
at  Brownsville,  Tennessee.  The  two 
applications  are  mutually  exclusive. 
Semo  proposes  a  126-hour  operation  per 
week,  of  which  9.06  percent  of  its  weekly 
program  schedule  would  be  broadcast 
live.  Davis  would  operate  his  proposed 
station  for  84  hours  per  week,  devoting 
7.75  percent  thereof  to  live  programming. 

3.  Petitioner,  Semo,  requests  the  en¬ 
largement  of  issues  to  include  the  fol¬ 
lowing  issue: 

To  determine  whether  Roy  W.  [sic]  Davis, 
tr/as  Brownsville  Broadcasting  Company,  in 
view  of  his  proposal  as  to  staff,  is  qualified 
to  operate  his  station  in  the  manner  pro¬ 
posed  by  his  application. 

In  support  thereof,  Semo  states  that  the 
entire  staff  proposed  by  Davis  in  his  ap¬ 
plication2  would  consist  of  a  manager, 
two  announcers,  a  one-man  continuity 
department,  and  that  no  provision  is 
made  for  salesmen.  It  is  further  stated 
that  Davis’  proposal  contemplates  that 
7.75  percent  of  his  weekly  program 
schedule  would  be  “live”;  and  that  under 
similar  circumstances  the  Commission 
has  enlarged  issues  as  to  adequacy  of 
proposed  staffing,  citing  in  support 
thereof,  among  others,  KWEN  Broad¬ 
casting  Company,  23  RR  899,  and  John 
E.  Grant,  23  RR  461. 

4.  The  Broadcast  Bureau  and  Davis 
oppose  the  enlargement,  both  upon  sub¬ 
stantially  the  same  grounds :  That  Davis’ 
proposal  (See  Footnote  2)  as  to  staffing 
is  a  basic  one  which  will  be  a  nucleus 
around  which  a  staff  will  be  built;  and 
that  the  cases  cited  by  the  petitioner  are 
distinguishable  on  the  facts.  Both  also 
contend  that  petitioner’s  proposal  as  to 
staffing  is  indefinite  and  uncertain,  the 
Broadcast  Bureau  believing  that  Semo’s 
staff  proposal  is  as  defective  as  Davis’ 

1  The  following  pleadings  are  under  con¬ 
sideration:  (1)  Petition  to  Enlarge  Issues 
filed  October  3,  1962,  by  Semo  Broadcasting 
Corporation;  (2)  Opposition,  filed  October 
10,  1962  by  the  Broadcast  Bureau;  (3)  Op¬ 
position,  filed  October  12,  1962  by  Browns¬ 
ville  Broadcasting  Co.;  and  (4)  Reply  to 
Oppositions,  filed  October  17,  1962,  by  Semo 
Broadcasting  Corporation. 

2  Davis’  application  shows  that  its  staffing 
proposal  would  be  as  follows : 

“The  staff  has  not  been  selected.  Prefer¬ 
ence  where  possible  will  be  given  to  veterans, 
partially  disabled  and  local  people  with  par¬ 
ticular  emphasis  in  presenting  local  news 
and  the  agricultural  interests  and  needs  of 
the  community.  The  basic  staff  will  include 
a  manager,  two  announcers,  a  chief  engineer 
and  a  copywriter-stenographer.” 


proposal.3  In  its  reply,  Semo  reiterates 
its  contention  that  an  issue  should  be 
added  and  states  that  "...  The  Com¬ 
mission  requires  definite  proposals  be 
placed  before  it.  .  .  .” 

5.  After  careful  consideration  of  the 
pleadings  here  and  the  staffing  proposed 
by  each,  the  Review  Board  is  of  the  opin¬ 
ion  that  a  staffing  issue  should  be  added 
with  respect  to  each  applicant.  The  ap¬ 
plication  form  (Form  301)  provides  that 
an  applicant  shall  state  his  “general 
plans  for  staffing  the  station,  including 
the  number  of  employees  in  each  depart¬ 
ment  (i.e.,  program,  commercial,  tech¬ 
nical,  etc.)”  (Emphasis  added).  Con¬ 
sideration  of  this  together  with  the 
weekly  operation  proposed  by  each  as  to 
number  of  hours  and  percentage  of  live 
programming  raises  questions  as  to  the 
adequacy  of  the  staff  proposals  of  each. 

6.  First  with  respect  to  Davis,  it  is  ap¬ 
parent,  in  at  least  one  category  of  staff¬ 
ing,  i.e.,  Technical  Department,  that  the 
employment  of  the  one  engineer  as  pro¬ 
posed  will  not  suffice  in  light  of  the  pro¬ 
posed  84-hour  per  week  operation.  A 
similar  question  also  obtains  as  to  the 
employment  of  two  announcers  in  light 
of  the  live  programming  proposed.  How¬ 
ever,  Davis  argues  that  his  is  a  “basic” 
staffing  proposal  and  as  such  it  meets 
the  showing  required  by  the  application 
form.  The  Review  Board  disagrees.  In 
its  opinion,  a  “basic”  staffing  proposal 
should  specify  at  least  the  minimum 
number  of  persons  required  to  effectuate 
the  operation  as  proposed.  Here,  Davis 
has  not  done  so,  and  the  issue  will  be 
added. 

7.  As  to  the  staffing  proposal  of  Semo, 
a  similar  question  is  raised.  In  the  first 
instance,  Semo,  in  its  application  states 
that  “it  is  expected”  to  staff  its  station 
in  the  manner  shown,  raising  thereby  a 
question  of  definiteness  of  its  proposal. 
Secondly,  Semo  expects  to  employ  three 
announcers  with  one  acting  as  program 
director  (not  shown  is  whether  these 
will  be  full-time  or  part-time)  and  two 
part-time  announcers  in  the  Program 
Department.  In  the  Technical  Depart¬ 
ment  it  expects  to  employ  two  full-time 
first  class  engineers  and  one  part-time 
first  class  engineer.  How  these  engi¬ 
neers  are  to  be  utilized  so  as  to  be  on 
duty  at  the  transmitter  as  required  by 
Section  3.93  of  the  Rules  with  an  op¬ 
erating  schedule  of  126  hours  per  week 

3  Semo’s  application  states  the  following 
with  respect  to  its  proposal:  "•  •  •  However, 
it  is  expected  that  Semo  Broadcasting  Cor¬ 
poration  will  staff  the  station  as  follows: 
follows: 

Staff  Department 

Manager _ General  Manager, 

station  Manager 

and  sales; 

Secretary  _ Commercial  and  Pro¬ 

gram; 

3 -Announcers _ Program,  with  one 

acting  as  program 

director; 

2-Part-time  Announc-  Program; 

ers. 

2-Full-time  First  Class  Technical; 

Engineers. 

1 - Part-time  First  Class  Technical; 

Engineer. 

2- Full-time  Salesmen.  Commercial  and 

Sales”. 
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is  not  explained.  Birney  Imes,  17  RR 
419.  In  view  of  the  foregoing,  the  Re¬ 
view  Board,  on  its  own  motion,  w’ill  add 
a  staffing  issue  as  to  the  adequacy  of 
Semo’s  proposal. 

Accordingly,  it  is  ordered.  This  16th 
day  of  November,  1962,  That  the  Peti¬ 
tion  of  Semo  Broadcasting  Corporation, 
filed  October  3,  1962,  to  Enlarge  Issues, 
is  granted; 

It  is  further  ordered.  That  the  issues 
in  this  proceeding  are  enlarged  by  the 
addition  of  the  following  issue: 

To  determine  whether  Roy  Davis, 
tr/as  Brownsville  Broadcasting  Co.,  and 
Semo  Broadcasting  Corporation,  in  view 
of  their  proposals  as  to  staff,  are  quali¬ 
fied  to  operate  their  stations  in  the  man¬ 
ner  proposed  by  their  applications. 

Released:  November  19,  1962. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

[PE.  Doc.  62-11709;  Filed.  Nov.  26,  1962; 

8:50  ajn.] 


[Docket  Nos.  14794,  14795;  FCC  62M-1544[ 

SERVICE  BROADCASTING  CORP.  AND 
E-Z  BROADCASTING  CO. 

Order  Regarding  Procedural  Dates 

In  re  applications  of  Service  Broad¬ 
casting  Corporation,  Kenosha,  Wiscon¬ 
sin,  Docket  No.  14794,  File  No.  BP-14786; 
Maurice  J.  Weber,  Edwin  H.  Weinberg 
and  Sidney  J.  Goldstein,  d/b  as  Z-B 
Broadcasting  Co.,  Zion,  Illinois,  Docket 
No.  14795,  File  No.  BP-15458;  for  con¬ 
struction  permits. 

Pursuant  to  agreements  reached  at  a 
prehearing  conference  held  on  November 
20, 1962; 

It  is  ordered.  This  20th  day  of  Novem¬ 
ber  1962,  that  the  following  procedures 
shall  govern  the  further  conduct  of  this 
proceeding : 

The  parties  shall  exchange  among 
themselves  and  with  the  Broadcast  Bu¬ 
reau,  a  draft  of  proposed  engineering 
exhibits  on  or  before  December  20,  1962, 
and  the  Bureau  will  convey  its  remarks 
and  advice  thereon  to  the  parties  on  or 
before  January  2,  1963. 

An  exchange  of  the  finalized  engineer¬ 
ing  exhibits  shall  be  effected  among  the 
parties  and  served  upon  the  Bureau  and 
the  Examiner  by  January  16,  1963. 

The  parties  shall  exchange  and  serve 
upon  the  Bureau  and  the  Examiner  the 
sworn  copies  of  exhibits  comprising  the 
lay  testimony  for  this  proceeding  on  or 
before  January  16,  1963,  and  it  is  under¬ 
stood  that  such  exhibits  shall  comprise 
the  entire  case  of  each  applicant,  except 
with  respect  to  such  matters  as  may  re¬ 
quire  rehabilitation,  and  except  for  any 
depositions  which  may  hereafter  be  re¬ 
quired  prior  to  the  time  of  commence¬ 
ment  of  hearing. 

All  parties  and  the  Bureau  shall  give 
notification  on  or  before  January  29, 
1963,  as  to  the  witnesses  which  will  be 
required  for  cross-examination. 

?  The  hearing  herein  presently  sched¬ 
uled  for  December  12,  1962,  is  hereby  re- 
t  scheduled  to  February  11,  1963,  at  10:00 


a.m.  in  the  Commission’s  offices  in  Wash¬ 
ington,  D.C. 

Released:  November  21, 1962. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

[F.R.  Doc.  62-11710;  Filed,  Nov.  26.  1962; 
8:50  am.] 


[Docket  Nos.  14844, 14845;  FCC  62M-1539] 

TRI-COUNTY  BROADCASTING  CO., 
INC.  (WIFM)  AND  RESSIE  M. 
SHELTON 

Order  Scheduling  Hearing  and 
Prehearing  Conference 

In  re  applications  of  Tri-County 
Broadcasting  Company,  Incorporated 
(WIFM) ,  Elkin,  North  Carolina,  Docket 
No.  14844,  File  No.  BP-14789 ;  Ressie  M. 
Shelton,  Pilot  Mountain,  North  Crro- 
lina,  Docket  No.  14845,  File  No.  BP- 
15282;  for  construction  permits. 

It  is  ordered.  This  19th  day  of  Novem¬ 
ber  1962,  that  Forest  L.  McClenning  will 
preside  at  the  hearing  in  the  above- 
entitled  proceeding  which  is  hereby 
scheduled  to  commence  on  January  16, 
1963,  in  Washington,  D.C. ;  And,  it  is 
further  ordered,  That  a  prehearing  con¬ 
ference  in  the  proceeding  will  be  con¬ 
vened  by  the  presiding  officer  at 
9:00  a.m.,  Friday,  December  21,  1962. 

Released:  November  20,  1962. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

[FJt.  Doc.  62-11711;  Filed,  Nov.  26,  1962; 
8:50  a.m.] 


[Docket  Nos.  14806-14808;  FCC  62M-1533] 

VALPARAISO  BROADCASTING  CO. 
ET  AL. 

Order  Continuing  Hearing 

In  re  applications  of  William  H. 
Wardle,  Robert  A.  Jones  and  F.  Patrick 
Nugent  d/b  as  Valparaiso  Broadcasting 
Company,  Valparaiso,  Indiana,  Docket 
No.  14806,  File  No.  BP-14888;  Leonard  J. 
Ellis  and  Bernice  A.  Ellis  d/b  as  Porter 
County  Broadcasting  Company,  Valpa¬ 
raiso,  Indiana,  Docket  No.  14807,  File 
No.  BP-14980 ;  Porter  County  Broadcast¬ 
ing  Corporation,  Valparaiso,  Indiana, 
Docket  No.  14808,  File  No.  BP-14982;  for 
Construction  permits. 

Pursuant  to  agreement  of  counsel  ar¬ 
rived  at  during  the  prehearing  confer¬ 
ence  in  the  above -styled  proceeding  held 
on  this  date,  it  is  ordered,  this  16th  day 
of  November  1962,  that  the  hearing  pres¬ 
ently  scheduled  for  December  19, 1962,  be 
and  the  same  is  hereby  rescheduled  to 
February  11,  1963,  at  10  a.m.,  in  Wash¬ 
ington,  D.C. 

Released:  November  20,  1962. 

4. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

[F.R.  Doc.  62-11713;  Filed,  Nov.  26,  1962; 
8:50  am.] 


FEDERAL  MARITIME  COMMISSION 

CARRIERS  OF  CAMEXCO  FREIGHT 
CONFERENCE  ET  AL. 

Notice  of  Agreements  Filed  for 
Approval 

Notice  is  hereby  given  that  the  twenty- 
five  common  carriers,  all  members  of  one 
or  more  of  the  following  conferences; 


No. 

Camexco  Freight  Conference _  6670 

Canal,  Central  America  Northbound 

Conference _  6070 

Capca  Freight  Conference _  6170 

Caribbean/Pacific  Northbound  Freight 

Conference _ _  8390 

Colpac  Freight  Conference _  7270 

Pacific  Coast/Caribbean  Sea  Ports 

Conference _  4294 

Pacific  Coast/Mexico  Freight  Confer¬ 
ence  _  7570 

Pacific  Coast/Panama  Canal  Freight 

Conference _  7170 

Paciflc/West  Coast  of  South  America 

Conference _  4630 

West  Coast  South  America/North 
Pacific  Coast  Conference _  6270 


have  filed  with  the  Commission,  pur¬ 
suant  to  section  14b  of  the  Shipping  Act, 
1916,  two  proposed  Exclusive  Patronage 
(Dual  Rate)  Contracts,  one  for  shippers 
and  the  other  for  receivers,  intended  for 
use  in  the  trade  between  Pacific  Coast 
ports  of  the  United  States  and  Canada 
and  ports  in  Central  America,  the  west 
coast  of  South  America,  the  islands  of 
the  Caribbean,  and  the  east  coast  of 
South  America  from  the  Republic  of 
Colombia  to  French  Guiana,  both  in¬ 
cluded.  The  lines  request  permission  td 
utilize  such  contracts  and  that  such  per¬ 
mission  be  granted  simultaneously  with 
any  approval  of  Agreement  8660,  which, 
in  the  event  of  approval,  would  concur¬ 
rently  establish  the  Latin  America/ 
Pacific  Coast  Steamship  Conference 
while  abolishing  the  ten  conferences 
heretofore  listed.  See  Federal  Register 
of  September  22,  1962,  page  9466.  All 
twenty-five  carriers  are  parties  to  Agree¬ 
ment  8660. 

Interested  parties  may  inspect  copies 
of  the  contracts  at  the  Bureau  of  Foreign 
Regulation,  Federal  Maritime  Commis¬ 
sion,  Washington,  D.C.,  and  at  the  offices 
of  the  District  Managers  in  New  York, 
New  Orleans,  and  San  Francisco,  and 
may  submit  to  the  Secretary,  Federal 
Maritime  Commission,  Washington  25, 
D.C.,  within  30  days  after  publication  of 
this  notice  in  the  Federal  Register,  an 
original  and  fifteen  copies  of  written 
statements  with  reference  to  such  con¬ 
tracts  and  their  position  as  to  approval, 
disapproval,  modification,  or  cancella¬ 
tion,  together  with  a  request  for  hearing, 
should  a  hearing  be  desired. 

Dated:  November  20,  1962. 

By  order  of  the  Federal  Maritime 
Commission. 

Thomas  Lisi, 
Secretary. 

[F.R.  Doc.  62-11663;  Filed,  Nov.  26,  1962; 

8:45  a.m.] 
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[Fact  Finding  Investigation  No.  2] 

PORT  OF  DULUTH,  MINN. 

Possible  Discrimination  by  Activities 
of  Carriers  Operating  in  Trades  Be¬ 
tween  Great  Lakes  Ports  and  For¬ 
eign  Ports;  Amended  Order 

On  September  20,  1962,  the  Federal 
Maritime  Commission  ordered  a  non¬ 
adjudicatory  investigation  to  determine 
the  practices  of  the  common  carriers 
by  water  in  the  United  States  Great 
Lakes  Overseas  trades. 

The  Commission’s  order  named  the 
common  carriers  in  Appendices  A  and 
B;  however,  one  of  the  common  car¬ 
riers,  Orient  Mid-East  Great  Lakes  Serv¬ 
ice,  a  member  of  The  American  Great 
Lakes  Mediterranean  Eastbound  Freight 
Conference  (8250),  was  erroneously 
listed  on  page  2  of  Appendix  A,  as  Orient 
Mid-East  Lines;  therefore: 

It  is  ordered,  That  the  Commission’s 
order  dated  September  20,  1962  (F.R.  p. 
9628) ,  is  hereby  amended  as  follows:  The 
name  of  Orient  Mid-East  Great  Lakes 
Service  is  substituted  for  the  name  of 
Orient  Mid-East  Lines,  at  page  2,  Ap¬ 
pendix  A. 

It  is  therefore  ordered,  That  this 
amended  order  be  served  upon  the  car¬ 
riers  named  in  Appendix  A  and  Appendix 
B  thereto. 

This  amended  order  shall  be  published 
in  the  Federal  Register.  By  order  of 
the  Commission,  October  29,  1962. 

Thomas  Lisi, 
Secretary. 

[F.R.  Doc.  62-11664;  Filed,  Nov.  26,  1962; 

8:45  a.m.] 


FEDERAL  POWER  COMMISSION 

[Docket  No.  E-7071] 

COMMUNITY  PUBLIC  SERVICE  CO. 

Notice  of  Application 

November  19, 1962. 

Take  notice  that  on  October  29,  1962, 
an  application  was  filed  with  the  Fed¬ 
eral  Power  Commission  pursuant  to  sec¬ 
tion  204  of  the  Federal  Power  Act  by 
Community  Public  Service  Company,  a 
corporation  organized  under  the  laws  of 
the  State  of  Delaware  and  doing  busi¬ 
ness  in  the  States  of  New  Mexico  and 
Texas,  with  its  principal  business  office 
at  408  West  Seventh  Street,  Fort  Worth 
2,  Texas,  seeking  an  order  authorizing 
the  issuance  of  short-term  unsecured 
promissory  notes  in  the  maximum  prin¬ 
cipal  amount  of  $3,500,000,  to  be  issued 
*  prior  to  December  31,  1963.  Two  short¬ 
term  promissory  notes  in  the  aggregate 
principal  amount  of  $1,500,000  issued  to 
the  First  National  Bank  of  Fort  Worth 
are  now  outstanding.  Applicant  pro¬ 
poses  to  renew  these  notes  at  maturity 
and  to  borrow  on  additional  promissory 
notes  to  be  issued  to  Fort  Worth,  Texas, 
banking  institutions  the  aggregate  sum 
of  $2,000,000,  at  such  time  or  times  as 
additional  funds  are  needed  for  con¬ 
struction.  The  maturity  of  each  note 
will  not  exceed  120  days  from  its  date. 
The  outstanding  promissory  notes  in  the 

No.  229 - 14 


principal  amount  of  $1,500,000  bear  in¬ 
terest  at  4V2%  per  annum  payable  at 
maturity,  which  was  the  prime  rate  in 
effect  in  Fort  Worth,  Texas,  at  the  date 
of  the  notes.  The  short-term  promis¬ 
sory  notes  proposed  and  the  renewals 
thereof  will  bear  interest  at  the  rate  in 
effect  for  such  loans  in  Fort  Worth, 
Texas,  on  the  dates  of  issue  or  renewals. 
The  notes  will  be  delivered  to  the  lend¬ 
ing  banks  for  investment  purposes  and 
not  for  resale. 

Applicant  states  that  the  proceeds 
from  the  proposed  issuance  of  Promis¬ 
sory  Notes  will  be  applied  to  the  con¬ 
struction,  completion,  extension  or  im¬ 
provement  of  its  facilities.  The  cost  of 
Applicant’s  1962  construction  program  is 
currently  estimated  at  $4,675,000,  con¬ 
sisting  of:  transmission  facilities,  $189,- 
C00;  power  plants,  $63,000;  electric  dis¬ 
tribution  facilities,  $3,412,000;  land  and 
buildings,  $537,000;  other  equipment, 
$378,000;  and  gas  plant,  $96,000.  Appli¬ 
cant  estimates  that  its  construction  ex¬ 
penditures  for  1963  will  be  $5,739,000, 
consisting  of :  transmission  facilities, 
$839,000;  electric  distribution  facilities, 
$3,963,000;  general  land  and  buildings, 
$412,000;  other  equipment,  $431,000;  and 
gas  plant,  $94,000. 

Any  person  desiring  to  be  heard  or  to 
make  any  protest  with  reference  to  said 
application  should,  on  or  before  the  10th 
day  of  December,  1962,  file  with  the  Fed¬ 
eral  Power  Commission,  Washington  25, 
D.C.,  petitions  or  protests  in  accordance 
with  the  requirements  of  the  Commis¬ 
sion’s  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10) .  The  application  is 
on  file  and  available  for  public  in¬ 
spection. 

Joseph  H.  Gutrid£, 

Secretary. 

[F.R.  Doc.  62-11665;  Filed,  Nov.  26,  1962; 

8:45  a.m.J 


[Project  No.  2323] 

NEW  ENGLAND  POWER  CO. 

Notice  of  Application  for  License 

November  19, 1962. 

Public  notice  is  hereby  given  that  ap¬ 
plication  has  been  filed  under  the  Fed¬ 
eral  Power  Act  (16  U.S.C.  791a-825r)  by 
New  England  Power  Company  (corre¬ 
spondence  to:  Richard  B.  Dunn,  Corpo¬ 
ration  Counsel,  New  England  Power 
Company,  441  Stuart  Street,  Boston  16, 
Massachusetts)  for  license  for  con¬ 
structed  Project  No.  2323,  known  as  the 
Deerfield  River  Project,  located  on  the 
Deerfield  River,  in  Franklin  and  Berk¬ 
shire  Counties,  Massachusetts,  and 
Bennington  and  Windham  Counties, 
Vermont. 

The  project  comprises: 

Deerfield  Plant  No.  2,  located  about  11 
miles  upstream  from  the  confluence  of 
the  Deerfield  River,  consisting  of :  A  con¬ 
crete  gravity  dam  about  70  feet  high  and 
447  feet  long;  a  pond  about  1.5  miles  long 
with  a  maximum  operating  elevation  of 
294.66  feet,  U.S.G.S.  datum;  three  steel 
penstocks  11  feet  in  diameter  and  35 
feet  long;  a  ste^  frame  and  brick  pow¬ 
erhouse  containing  three  hydroelectric 
units  with  a  generating  capacity  of  1,600 


kw  each;  and  appurtenant  mechanical 
and  electrical  facilities. 

Deerfield  Plant  No.  3,  located  just  up¬ 
stream  from  Plant  No.  2,  consisting  of: 

A.  concrete  gravity  dam  about  15  feet 
high  and  475  feet  long;  a  pond  about 
1.3  miles  long  with  a  maximum  operating 
elevation  of  402.66  feet;  a  concrete  con¬ 
duit  677  feet  long;  a  paved  forebay  canal 
880  feet  long;  a  concrete  intake  struc¬ 
ture;  three  steel  penstocks  10  feet  in  di¬ 
ameter  and  159  feet  long;  a  steel  frame 
and  brick  powerhouse  containing  three 
hydroelectric  units  with  a  generating 
capacity  of  1,600  kw  each;  and  appur¬ 
tenant  mechanical  and  electrical  facil¬ 
ities. 

Deerfield  Plant  No.  4,  located  just  up¬ 
stream  from  Plant  No.  3,  consisting  of: 

A  concrete  gravity  dam  about  50  feet 
high  and  510  feet  long;  a  pond  about 
2  miles  long  with  a  maximum  operating 
elevation  of  473.66  feet;  a  brick  lined 
tunnel  1514  feet  long;  an  earth  forebay 
12,000  square  feet  in  area  and  35  feet 
deep;  a  concrete  intake  structure;  three 
steel  penstocks  10  feet  in  diameter  and 
154  feet  long;  a  steel  frame  and  brick 
powerhouse  containing  three  hydroelec¬ 
tric  units  with  a  generating  capacity  of 
1,600  kw  each;  a  switchyard;  and  appur¬ 
tenant  mechanical  and  electrical  facili¬ 
ties. 

Deerfield  Plant  No.  5,  located  about 
19  miles  upstream  from  Plant  No.  4,  con¬ 
sisting  of:  A  concrete  and  rock-filled 
timber  crib  dam  about  40  feet  high  and 
151  feet  long;  a  pond  about  0.75  mile 
long  with  a  maximum  operating  eleva¬ 
tion  of  1027.66  feet;  conveyance  sections 
of  tunnel,  concrete  conduit,  and  canal 
totaling  16,721  feet;  a  concrete  surge 
tank  46.5  feet  high;  three  steel  penstocks 
7  feet  in  diameter  and  535  feet  long;  a 
steel  frame  and  brick  powerhouse  con¬ 
taining  three  hydroelectric  units  with  a 
generating  capacity  of  5,000  kw  each;  a 
switchyard;  and  appurtenant,  mechani¬ 
cal  and  electrical  facilities. 

Sherman  Plant,  located  just  upstream 
from  Plant  No.  5,  consisting  of:  An 
earth-fill  dam  100  feet  high  and  875  feet 
long  with  a  concrete  gravity  spillway;  a 
pond  about  2  miles  long  with  a  maximum 
operating  elevation  of  1,107.66  feet;  a 
concrete  and  brick  intake  structure;  a 
steel  penstock  13  feet  in  diameter  and 
about  240  feet  long;  a  steel  frame  and 
brick  powerhouse  containing  one  hydro¬ 
electric  unit  with  a  generating  capacity 
of  7200  kw;  and  appurtenant  mechan¬ 
ical  and  electrical  facilities. 

Harriman  Plant,  located  just  upstream 
from  the  Sherman  Plant,  consisting  of: 
An  earth-fill  dam  206  feet  high  and  1,250 
feet  long ;  a  morning  glory  type  spillway ; 
a  reservoir  about  9  miles  long  providing 
116,075  acre-feet  of  seasonal  storage 
with  a  useable  drawdown  of  92  feet  from 
a  maximum  operating  elevation  of 
'  1,497.66  feet;  a  concrete  lined  tunnel 
12,812  feet  long;  a  steel  differential  surge 
tank  34  feet  in  diameter  and  184  feet 
high;  three  steel  penstocks  9  feet  in 
diameter  and  620  feet  long;  a  steel  frame 
and  brick  powerhouse  containing  three 
hydroelectric  units  with  a  generating 
capacity  of  11,200  kw  each;  2  switch¬ 
yards;  and  appurtenant  mechanical  and 
electrical  facilities. 
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Searsburg  Plant,  located  just  upstream 
from  Harriman  Reservoir,  consisting  of : 
An  earth-fill  dam  about  50  feet  high  and 
612  feet  long  with  a  concrete  gravity 
spillway;  a  pond  about  0.9  miles  long 
with  a  maximum  operating  elevation  of 
1,755.66  feet:  a  wood  stave  conduit  8  feet 
in  diameter  and  18,412  feet  long;  a  steel 
differential  surge  tank  50  feet  in 
diameter  and  34  feet  high;  a  steel  pen¬ 
stock  6.5  feet  in  diameter  and  495  feet 
long;  a  steel  frame  and  brick  powerhouse 
containing  one  hydroelectric  unit  with  a 
generating  capacity  of  4000  kw;  and  ap¬ 
purtenant  mechanical  and  electrical 
facilities. 

Somerset  Reservoir,  located  on  the 
East  Branch  of  the  Deerfield  River  about 
6.2  miles  upstream  from  Searsburg  Dam, 
consisting  of  an  earth-fill  dam  about  104 
feet  high  and  2,101  feet  long  with  a  con¬ 
crete  gravity  spillway  with  provision  for 
3  feet  of  flashboards;  a  spillway  channel 
about  800  feet  long,  45  feet  wide,  and 
from  6  to  30  feet  deep;  a  regulating  res¬ 
ervoir  about  5.6  miles  long  providing 
57,345  acre-feet  of  storage  with  a  useable 
drawdown  of  81.7  feet  from  the1  spillway 
crest  elevation  of  2,133.58  feet;  and  ap¬ 
purtenant  facilities;  and  Transmission 
Lines,  consisting  of:  A  double  circuit 
69  kv  steiel  tower  line  3.97  miles  long  from 
Deerfield  No.  2  to  Deerfield  No.  4,  with 
a  tap  to  Deerfield  No.  3  0.52  mile  long; 
a  double  circuit  69  kv  steel  tower  line 
14.7  miles  long  from  Deerfield  No.  4  to 
Deerfield  No.  5;  a  single  circuit  69  kv 
wood  pole  H-frame  line  14.3  miles  long 
from  Deerfield  No.  5  to  Searsburg,  with 
a  connection  to  Harriman;  and  a  single 
circuit  115  kv  wood  pole  H-frame  line  2.1 
miles  long  from  Sherman  to  Harriman. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
of  the  Commission  (18  CFR  1.8  or  1.10). 
The  last  day  upon  which  protests  or 
petitions  may  be  filed  is  January  14, 1963. 
The  application  is  on  file  with  the  Com¬ 
mission  for  public  inspection. 

Joseph  H.  Gutride, 
Secretary. 

[F.R.  Doc.  62-11666;  Filed,  Nov.  26,  1962; 

8:45  a.m.] 

FEDERAL  RESERVE  SYSTEM 

BRENTON  COMPANIES,  INC. 

Order  Approving  Applications 

In  the  matter  of  the  applications  of 
Brenton  Companies,  Inc.  for  permission 
to  acquire  stock  in  four  banks  in  Iowa. 

There  have  come  before  the  Board  of 
governors,  pursuant  to  section  3(a)(2) 
of  the  Bank  Holding  Company  Act  of 
1956  (12  U.S.C.  1842)  and  §  222.4(a)  (2) 
of  Regulation  Y  issued  by  the  Board  of 
Governors  (12  CFR  222.4(a)(2)),  four 
applications  by  Brenton  Companies,  Inc., 
Des  Moines,  Iowa,  for  the  Board’s  prior 
approval  of  the  acquisition  of  80  percent 
or  more  of  the  outstanding  voting  shares 
of  Poweshiek  County  National  Bank  of 
Grinnell,  Grinnell,  Iowa;  The  First  Na¬ 


tional  Bank  of  Perry,  Perry,  Iowa;  Bren¬ 
ton  State  Bank,  Dallas  Center,  Iowa; 
Jefferson  State  Bank,  Jefferson,  Iowa. 

As  required  by  section  3(b)  of  the 
Act,  the  Board  forwarded  notice  of  the 
applications  concerning  the  two  national 
banks  to  the  Comptroller  of  the  Cur¬ 
rency  and  notice  of  the  applications 
concerning  the  two  State  banks  to  the 
Superintendent  of  Banking  for  the  State 
of  Iowa.  In  replying  to  such  notice  the 
Comptroller  stated  that  he  had  no  rea¬ 
son  to  object  to  the  acquisition  of  the 
stock  of  the  national  banks  by  Appli¬ 
cant.  The  Superintendent  of  Banking 
responded  by  recommending  favorable 
action  on  the  applications  concerning 
the  State  banks. 

A  notice  of  the  applications  was  pub¬ 
lished  in  the  Federal  Register  on  July 
24,  1962  (27  F.R.  6996) ,  providing  for  the 
filing  of  comments  and  views  regarding 
the  proposed  acquisitions.  The  time  pro¬ 
vided  for  the  filing  of  such  comments 
and  views  has  expired  and  all  such  com¬ 
ments  and  views  filed  with  the  Board 
have  been  considered  by  it. 

It  is  hereby  ordered,  for  the  reasons 
set  forth  in  the  Board’s  statement1  of 
this  date,  that  said  applications  be  and 
hereby  are  approved,  provided  that  the 
acquisitions  so  approved  shall  not  be  con¬ 
summated  (a)  within  seven  calendar 
days  after  the  date  of  this  order  or  (b) 
later  than  three  months  after  said  date. 

Dated  at  Washington,  D.C.,  this  19th 
day  of  November  1962. 

By  order  of  the  Board  of  Governors.4 

[seal]  Merritt  Sherman, 

Secretary. 

[F.R.  Doc.  62-11667;  Filed,  Nov.  26,  1962; 

8:45  a.m.] 

SECURITIES  AND  EXCHANGE 
COMMISSION 

[File  No.  811-376] 

CANADIAN  NATIONAL  COM¬ 
MODITIES  CORP. 

Notice  of  Proposal  for  Deregistration 

November  20, 1962. 

Notice  is  hereby  given  that  the  Se¬ 
curities  and  Exchange  Commission  pro¬ 
poses,  pursuant  to  section  8(f)  of  the 
Investment  Company  Act  of  1940,  to 
issue  an  order  finding  and  declaring  that 
the  Canadian  National  Commodities 
Corporation  (“Canadian”)  has  ceased  to 
be  an  investment  company. 

In  support  of  said  order,  the  Commis¬ 
sion  proposes,  on  the  basis  of  informa¬ 
tion  in  its  files,  to  find  as  follows; 

Canadian  registered  as  a  closed-end 
diversified  management  company  under 


1  Filed  as  part  of  the  original  document. 
Copies  available  upon  request  to  the  Board 
of  Governors  of  the  Federal  Reserve  System, 
Washington  25,  D.C.,  or  to  the  Federal  Re¬ 
serve  Bank  of  Chicago. 

2  Voting  for  this  action:  Governors  Mills, 
Robertson,  Shepardson,  and  Mitchell.  Ab¬ 
sent  and  not  voting:  Chairman  Martin,  and 
Governors  Balderston  and  King. 


section  8(a)  of  the  Investment  Company 
Act  of  1940  by  notification  of  registra¬ 
tion  filed  November  11,  1940. 

A  first  and  final  liquidating  dividend 
of  $6.43  per  share  was  paid  by  Canadian 
in  December  1949,  representing  a  com¬ 
plete  liquidation  and  distribution  of  all 
assets  of  the  company. 

Section  8(f)  of  the  Investment  Com¬ 
pany  Act  of  1940  provides,  in  pertinent 
part,  that  whenever  the  Commission,  on 
its  own  motion,  finds  that  a  registered 
investment  company  has  ceased  to  be 
an  investment  company,  it  shall  so  de¬ 
clare  by  order  and  that  upon  the  taking 
effect  of  such  order,  the  registration  of 
such  company  shall  cease  to  be  in  effect. 

Notice  is  further  given  that  any  in¬ 
terested  person  may,  not  later  than 
December  7,  1962,  at  5:30  p.m.,  submit 
to  the  Commission  in  writing  a  request 
for  a  hearing  on  the  above  matter  ac¬ 
companied  by  a  statement  as  to  the  na¬ 
ture  of  his  interest,  the  reason  for  such 
request  and  the  issues,  if  any,  of  fact 
or  law  proposed  to  be  controverted,  or 
he  may  request  that  he  be  notified  if 
the  Commission  shall  order  a  hearing 
thereon.  Any  such  communication 
should  be  addressed:  Secretary,  Securi¬ 
ties  and  Exchange  Commission,  Wash¬ 
ington  25,  D.C.  At  any  time  after  said 
date,  as  provided  by  Rule  0-5  of  the 
rules  and  regulations  promulgated  under 
the  Act,  an  order  disposing  of  the  matter 
may  be  issued  by  the  Commission  upon 
the  basis  of  the  findings  proposed  above 
unless  an  order  for  hearing  upon  said 
application  shall  be  issued  upon  request 
or  upon  the  Commission’s  own  motion. 

By  the  Commission. 

[seal]  Nellye  A.  Thorsen, 

Assistant  Secretary. 

[F.R.  Doc.  62-11672;  Filed,  Nov.  26,  1962; 

8:46  a.m.] - 


[File  No.  811-1156] 

GENERAL  INVESTMENT  COMPANY 
OF  CONNECTICUT,  INC. 

Notice  of  Filing  of  Application  for 
Order  Declaring  That  Company  Has 
Ceased  To  Be  an  Investment  Com¬ 
pany 

November  20,  1962. 
Notice  is  hereby  given  that  an  appli¬ 
cation  has  been  filed  pursuant  to  Section 
8(f)  of  the  Investment  Company  Act  of 
1940  (“Act”)  for  an  order  of  the  Com¬ 
mission  declaring  that  General  Invest¬ 
ment  Company  of  Connecticut,  Inc.,  348 
Orange  Street,  New  Haven  11,  Connec¬ 
ticut,  a  management  closed-end  non- 
diversified  investment  company,  has 
ceased  to  be  an  investment  company. 

Applicant  represents  that  its  outstand¬ 
ing  securities  are  beneficially  owned  by 
less  than  fifty  persons,  and  that  it  is  not 
making  and  does  not  presently  propose 
to  make  a  public  offering  of  its  securities. 

Section  8(f)  of  the  Act  provides,  in 
part,  that  whenever  the  Commission 
upon  application  finds  that  an  invest¬ 
ment  company  has  ceased  to  be  an  in¬ 
vestment  company,  it  shall  so  declare  by 
order  and  that  upon  the  taking  effect 
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of  such  order  the  registration  of  such 
company  shall  cease  to  be  in  effect. 

Section  3(c)(1)  of  the  Act  provides 
that  any  issuer  whose  outstanding  securi¬ 
ties  are  beneficially  owned  by  not  more 
than  100  persons  and  which  is  not  mak¬ 
ing  and  does  not  presently  propose  to 
make  a  public  offering  of  its  .securities 
is  not  an  investment  company  within  the 
meaning  of  the  Act. 

Notice  is  further  given  that  any  in¬ 
terested  person  may,  not  later  than  De¬ 
cember  6,  1962,  at  5:30  p.m.,  submit  to 
the  Commission  in  writing  a  request 
for  a  hearing  on  the  matter  accompanied 
by  a  statement  as  to  the  nature  of  his 
interest,  the  reason  for  such  request  and 
the  issues  of  fact  or  law  proposed  to  be 
controverted,  or  he  may  request  that 
he  be  notified  if  the  Commission  should 
order  a  hearing  thereon.  Any  such  com¬ 
munication  should  be  addressed:  Secre¬ 
tary,  Securities  and  Exchange  Commis¬ 
sion,  Washington  25,  D.C.  A  copy  of 
such  request  shall  be  served  personally 
or  by  mail  (air  mail  if  the  person  being 
served  is  located  more  than  500  miles 
from  the  point  of  mailing)  upon  Appli¬ 
cant.  Proof  of  such  service  (by  affidavit 
or  in  case  of  an  attorney-at-law  by 
certificate)  shall  be  filed  contemporane¬ 
ously  with  the  request.  At  any  time 
after  said  date,  as  provided  by  Rule  0-5 
of  the  rules  and  regulations  promulgated 
under  the  Act,  an  order  disposing  of  the 
application  herein  may  be  issued  by  the 
Commission  upon  the  basis  of  the  show¬ 
ing  contained  in  said  application,  unless 
an  order  for  hearing  upon  said  applica¬ 
tion  shall  be  issued  upon  request  or 
upon  the  Commission’s  own  motion. 

By  the  Commission. 

[seal]  Nellye  A.  Thorsen, 

Assistant  Secretary. 

[P.R.  Doc.  62-11673;  Piled,  Nov.  26,  1962; 

8:46  a.m.] 


DEPARTMENT  OF  THE  INTERIOR 

Office  of  the  Secretary 
R.  F.  BOVIER 

Statement  of  Changes  in  Financial 
Interests 

In  accordance  with  the  requirements 
of  section  710tb)  (6)  of  the  Defense  Pro¬ 
duction  Act  of  1950,  as  amended,  and 
Executive  Order  10647  of  November  28, 
1955,  the  following  changes  have  taken 


place  in  my  financial  interests  during 
the  past  six  months: 

(1)  Pennsylvania  Electric  Company,  Vice 
President;  Saxton  Nuclear  Experimental  Cor¬ 
poration,  Vice  President  (both  previously 
listed) . 

(2)  General  Public  Utilities  Corp.  (pre¬ 
viously  listed);  Investors  Mutual  Co- (pre¬ 
viously  listed);  Glickman  Co.  (previously 
listed);  Standards  Pressed  Steel  Co.  (pre¬ 
viously  listed) ;  Lone  Star  Steel  Co.  (pre¬ 
viously  listed). 

(3)  None. 

(4)  None. 

This  statement  is  made  as  of  October 
26,  1962. 

Dated:  October  26,  1962. 

R.  F.  Bovier. 

[F.R.  Doc.  62-11694;  Piled,  Nov.  26,  1962; 

8:49  a.m.] 


LEMORE  W.  CLARK 

Statement  of  Changes  in  Financial 
Interests 

In  accordance  with  the  requirements 
of  section  710(b)(6)  of  the  Defense  Pro¬ 
duction  Act  of  1950,  as  amended,  and 
Executive  Order  10647  of  November  28, 
1955,  the  following  changes  have  taken 
place  in  my  financial  interests  during 
the  past  six  months: 

(1)  No  changes. 

(2)  No  changes. 

(3)  No  changes. 

(4)  No  changes. 

This  statement  is  made  as  of  Novem¬ 
ber  12,  1962. 

Dated:  November  12,  1962. 

Lemore  W.  Clark. 

[P.R.  Doc.  62-11695;  Filed,  Nov.  26,  1962; 
8:49  a.m.] 

MARVIN  F.  PERSONS 

Statement  of  Changes  in  Financial 
Interests 

In  accordance  with  the  requirements 
of  section  710(b)  (6)  of  the  Defense  Pro¬ 
duction  Act  of  1950,  as  amended,  and 
Executive  Order  10647  of  November  28, 
1955,  the  following  changes  have  taken 
place  in  my  financial  interests  during 
the  past  six  months: 

(1)  None. 

(2)  None. 

(3)  None. 

(4)  None. 


This  statement  is  made  as  of  Novem¬ 
ber  1,  1962. 

Dated:  November  1,  1962. 

Marvin  F.  Persons. 

[F.R.  Doc.  62-11696;  Piled,  Nov.  26,  1962; 

8:49  a.m.[ 

Office  of  the  Solicitor 

[Solicitor’s  Reg.  No.  14] 

WIND-BLOWN  TIMBER  SALVAGE 

Emergency  Authority  Respecting 
Condemnation  of  Real  Estate 

November  15,  1962. 
Sec.  1.  Condemnation  of  Real  Estate. 

(a)  In  connection  with  the  emergency 
timber  salvage  situation  occasioned  by 
the  wind  storm  of  October  12,  1962, 
the  Regional  Solicitor,  Portland  Region, 
is  authorized  when  acting  upon  a  pro¬ 
posal  of  the  Oregon  State  Director, 
Bureau  of  Land  Management,  to  acquire 
real  estate  for  the  United  States  by 
condemnation  where  such  acquisition  is 
necessary  for  salvage  operations  in  con¬ 
nection  with  the  aforesaid  emergency 
and  where  the  cost  of  the  acquisition  is 
estimated  not  to  exceed  $5,000.00  when¬ 
ever  in  the  opinion  of  the  Regional 
Solicitor  it  is  necessary  or  advantageous 
to  the  Government  to  do  so,  and  to  sub¬ 
mit  to  the  appropriate  United  States  At¬ 
torney  applications  for  the  institution  of 
proceedings  for  condemnation,  pursuant 
to  section  1  of  the  Act  of  August  1,  1888, 
as  amended  (40  U.S.C.  257). 

(b)  In  connection  with  acquisitions 
authorized  in  subsection  (a),  above,  the 
Regional  Solicitor,  Portland,  Oregon,  is 
authorized  to  sign  declarations  of  tak¬ 
ing,  pursuant  to  section  1  of  the  Act  of 
February  26,  1931  (40  U.S.C.  258a). 

(c)  The  authority  redelegated  in  sub¬ 
sections  (a)  and  (b),  above,  shall  termi¬ 
nate  June  30,  1964,  unless  sooner  re¬ 
voked. 

(d)  The  Regional  Solicitor  shall  send 
copies  of  each  application  made  to  the 
United  States  Attorney  pursuant  to  sub¬ 
section  (a) ,  above,  to  the  Department  of 
Justice  in  Washington,  D.C.,  to  the  ap¬ 
propriate  officials  of  the  Bureau  of  Land 
Management,  and  to  the  Associate 
Solicitor  within  whose  jurisdiction  the 
subject  matter  falls. 

Frank  J.  Barry, 

Solicitor. 

[P.R.  Doc.  62-11669:  Piled,  Nov.  26,  1962; 

8:46  a.m.] 
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The  following  numerical  guide  is  a  list  of  the  parts  of  each  title  of  the  Code  of 
Federal  Regulations  affected  by  documents  published  to  date  during  November. 


3  CFR  P“ee 

Proclamations: 

3504  _ 11525 

3505  _ 11209 

3506  _ 11487 

3507  _ 11525 

Executive  Orders: 

July  9,  1910 _  10654 

Apr.  7,  1911 _  10654 
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1796 _ 11003 

10480 _ 11447 

11060  _  10925 
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11062  _ 11447 
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11065  _ 11581 

5  CFR 

6  _ _ _  10647, 
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401 _ _ — . 11531 

6  CFR 

4  _  10929 
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7 _ 11312 
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